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FARM CREDIT ADMINISTRATION 


WEDNESDAY, APRIL 8, 1959 
US. Senate, 


SuscOMMITTEE ON AGRICULTURAL CREDIT AND 
Ruraut ELecrriricaTION OF THE 
CoMMITTEE ON AGRICULTURE AND ForeEsTRY, 
Washington, D.C. 


The subcommittee met, pursuant to call, at 10:07 o’clock a. m., in 
room 324, Old Senate Office Building, Hon. Spessard L. Holland 
presiding. 

Present: Senators Holland, Talmadge, Young of Ohio, and Wil- 
liams. 

Also present: Senator Jordan and Senator Young of North Dakota. 

Senator Hotianp. The subcommittee will please come to order. 

This hearing is called on two Senate bills, S. 1512 and S. 1513, both 
introduced by the chairman of the committee, Mr. Ellender, for 
himself and Mr. Aiken, by request. I understand that the bills are 
requested by the Farm Credit Administration governing body, and 
the subcommittee has been glad to set this hearing this morning while 
the Farm Credit Administration meeting is in progress or while the 
personnel are here, so that they can be heard at this time. 

There will be no end of the hearing at this time, due to the fact 
that others may wish to be heard. 

I ask, first that the two bills and the letters requesting their enact- 
ment be incorporated into the record. 

(The bills and letters referred to are as follows:) 


{S. 1512, 86th Cong., 1st sess.] 


A BILL To amend the Federal Farm Loan Act to transfer responsibility for making 
appraisals from the Farm Credit Administration to the Federal land banks, and for 
other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 3 of the Federal Farm Loan Act, 
as amended, is amended— 

(a) by changing the paragraph thereof relating to the appointment of 
registrars, appraisers, and examiners (12 U.S.C. 656) to read: 

“The Farm Credit Administration shall appoint a farm loan registrar for 
each farm credit district to receive applications for issues of farm loan bonds 
and to perform such other services as are prescribed by this Act, and may appoint 
a deputy registrar who shall during the unavoidable absence or disability of 
the registrar perform the duties of that office. It shall also appoint as many 
farm credit appraisers and farm credit examiners as it shall deem necessary. 
Such farm loan registrars, deputy registrars, farm credit appraisers, and farm 
credit examiners shall have no connection with or interest in any institution, 
association, or partnership engaged in» banking or in the business of making 
land mortgage loans or selling land mortgages but they may perform such 
duties as are authorized by the Farm Credit Administration in connection with 
the business of the banks and associations it supervises: Provided, That this 
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— 


limitation shall not apply to persons employed by the Farm Credit Administration 
ona temporary basis.” ; 

(b) by deleting the paragraph thereof relating to the compensation of 
appraisers and inspectors (12 U.S.C. 658) ; 

(c) by deleting the paragraph thereof relating to the employment of 
certain personnel by the Farm Credit Administration (12 U.S.C. 659) ; and 

(d) by deleting the second sentence of the third paragraph from the 
end thereof (12 U.S.C. 662). 

Sec. 2. (a) The second paragraph of section 9 of the Federal Farm Loan 
Act, as amended (12 U.S.C. 742), is amended to read : 

“Any person desiring to secure a loan through a national farm loan associa- 
tion under the provisions of this Act may, at its option, borrow from the Federal 
land bank through such association the sum necessary to pay for shares of 
stock subscribed for by him in the national farm loan association. Any such 
sum for the purchase of stock shall be made a part of the face amount of the 
joan and such sum shall for all purposes be additional to the 65 per centum 
of the normal value of the farm as specified in any provision of this Act.” 

(b) Section 10 of the Federal Farm Loan Act, as amended (12 U.S.C. 751-757), 
is amended to read: ‘ 

“Sec. 10. (a) Whenever an application for a mortage loan is made to a Fed- 
eral land bank association, the loan committee provided for in section 7 of this 
Act shall cause to be made such investigation as it may deem necessary as to the 
character and solvency of the applicant and the sufficiency of the security offered. 
When it appears that a loan may be approved, the loan committee shall obtain 
a written report on the security by an appraiser designated or appointed by the 
Federal land bank of the district and such appraiser shall investigate and make 
a written report upon the security offered. Such appraisal investigation and re- 
port shall be made in accordance with appraisal standards prescribed by the 
Farm Credit Administration and may be made by any competent person (in- 
cluding an employee of a Federal land bank association) when designated for 
that purpose by the Federal land bank of the district. The loan committee shall 
cause a written report to be made of the results of such investigations of the ap- 
plicant and the security and shall, if it concurs in such report, approve the same 
in writing. After the loan committee has reached an agreement as to the amount 
and terms of the loan which may be offered to the applicant, if such amount is 
not in excess of 65 per centum of the normal value of the security offered as de- 
termined by said appraiser, the association may notify the applicant of the amount 
and terms of the loan approved by the loan committee: Provided, That any such 
notice shall contain a statement that the amount and terms of the loan offered 
to the applicant are subject to and conditioned upon subsequent approval or dis- 
approval by the Federal land bank. 

“*(b) The written report of the loan committee and the report made by an 
appraiser designated or appointed by the Federal land bank shall be submitted to 
the Federal land bank with the application for the loan, and the land bank shall 
examine said reports when it passes on the loan application which they accom- 
pany. No loan shall be made unless the report of the loan committee and the re- 
port of the appraiser are favorable. 

“(c) All appraisal reports shall be made on forms approved by the Farm 
Credit Administration. 

“(d) No farm credit appraiser and no appraiser designated or appointed by 
a Federal land bank shall make any appraisal in connection with a loan in which 
he is interested, directly or indirectly. No member of a loan committee or of @ 
board of directors of a Federal land bank association shall participate in the 
consideration of or action on any loan in which he is interested, directly or in- 
directly. 

“(e) Each Federal land bank shall conduct studies in such manner and to such 
extent as the Farm Credit Administration deems necessary in connection with 
the appraisal standards prescribed for the district. 

“(f) Notwithstanding the foregoing provisions of this section— 

“(1) appraisal reports made by appraisers heretofore or hereafter ap- 
pointed by the Farm Credit Administration pursuant to section 3 of this 
Act may be used as a basis for Federal land bank loans ; 

“(2) the Farm Credit Administration may, in its discretion and in such 
circumstances and for such periods as it deems necessary, direct that any or 
all appraisals in connection with loans by any Federal land bank, or ap 
praisal standards studies required by subsection (e), shall be made by farm 

credit appraisers appointed pursuant to section 3 of this Act ; and 
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FARM CREDIT ADMINISTRATION 3 


“(3) for purposes of paragraph (2) of this subsection, the Farm Credit 
Administration is authorized to employ additional farm credit appraisers, 
including such appraisers as it may select who have been designated or ap- 
pointed by a Federal land bank, and to require that the salaries and other 
expenses of all such additional appraisers be paid by the Federal land bank 
served by them in such manner as the Farm Credit Administration shall 
determine. 

“(g) Farm credit appraisers appointed pursuant to section 3 of this Act 
shall make such reviews and investigations as the Farm Credit Administration 
determines to be necessary to assure compliance with the appraisal standards 
prescribed by it pursuant to subsection (a) of this section; make such additional 
reviews and investigations concerning the quality of first mortgages securing 
farm loan bonds as the Farm Credit Administration shall direct; and perform 
such other duties as may be prescribed by the Farm Credit Administration. Any 
first mortgage which is found not to conform to the appraisal and loan standards 
prescribed by the Farm Credit Administration shall not be credited toward 
meeting the amount of bond collateral which a Federal land bank is required to 
maintain with a farm loan registrar except in such amount as the Farm Credit 
Administration shall approve.” 

Sec. 3. On the effective date of this Act each land bank appraiser shall be 
transferred from the Farm Credit Administration to the Federal land bank 
served by him immediately prior to said effective date, without reduction in 
silary and accumulated leave, unless the Farm Credit Administration, in its dis- 
cretion, determines that individual appraisers shall be retained as farm credit 
appraisers. The selection of personnel for transfer, or for retention as farm 
credit appraisers, shall be without regard to section 12 of the Veterans’ Pref- 
erence Act of 1944, as amended. Land bank appraisers shall be subject to the 
same employment conditions as other bank employees after transfer under this 
section. At least sixty days prior to the effective date of this Act the Farm 
Credit Administration shall notify each land bank appraiser that he is to be 
transferred to a Federal land bank or that he is to be retained in the Farm 
Credit Administration. Any land bank apraiser who notifies the Farm Credit 
Administration in writing at least thirty days before the effective date of this 
Act that he does not desire to accept employment as stated in the notice from 
the Farm Credit Administration shall be separated from employment on said 
effective date and such separation shall be deemed involuntary. 

Sec. 4. (a) Section 12 of the Federal Farm Loan Act, as amended (12 U.S.C. 
771), is amended by (1) changing the last proviso of paragraph second thereof 
to read: “And provided further, That any land bank may make loans on an 
unamortized basis, or partially amortized basis under rules and regulations 
issued by the Farm Credit Administration.”; (2) deleting paragraph third 
thereof; (3) striking out of paragraph seventh thereof “Loans to any one bor- 
rower shall in no case exceed a maximum of $200,000, but”; and (4) striking out 
of the first and second sentences of paragraph ninth thereof “a rate not exceeding 
6 per centum per annum” and inserting in lieu thereof ‘a rate approved by the 
Farm Credit Administration”’. 

(b) Section 20 of the Federal Farm Loan Act, as amended (12 U.S.C. 861), 
is amended by deleting the second sentence thereof. 

(c) The first and second sentences of section 23 of the Federal Farm Loan 
Act, as amended (12 U.S.C. 901), are amended by substituting “at the end of 
each fiscal year” for “semiannually” therein. 

(d) The first and second sentences of section 24 of the Federal Farm Loan 
Act, as amended (12 U.S.C. 911), are amended by substituting “at the end of 
each fiscal year” for “semiannually” therein. 

(e) The fifth paragraph of section 29 of the Federal Farm Loan Act, as 
amended (12 U.S.C. 965), is amended to read: “No Federal land bank association 
or Federal land bank shall go into voluntary liquidation without the written 
consent of the Farm Credit Administration, but the Farm Credit Administration 
may permit or by order effect the merger or consolidation of two or more con- 
tignous Federal land bank associations subject to such terms, conditions, and 
provisions as the Farm Credit Administration in its discretion determines to be 
fair and equitable.” 

(f) The seventh paragraph of section 29 of the Federal Farm Loan Act, 
as amended (12 U.S.C. 967), is amended by changing “land bank appraiser” 
in the second and third sentences thereof to “farm credit appraiser”. 
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(gz) Section 202(c) of the Federal Farm Loan Act, as amended (12 U.S.C. 
1033), is amended by changing the period at the end thereof to a comma and add- 
ing the following: “and any Federal intermediate credit bank may in its dis- 
cretion purchase such loans or discounts with or without such endorsement.” 

(h) Section 208(c) of the Federal Farm Loan Act, as amended (12 U.S.C. 
1093), is amended by changing “Land bank appraisers” in the first sentence 
thereof to “Farm credit appraisers”. 

(i) The Federal Farm Loan Act, as amended (12 U.S.C. 641 and the follow- 
ing), and any other Act of Congress in which the words appear, are amended 
by changing “national farm loan association” and “national farm loan associa- 
tions” to “Federal land bank association” and “Federal land bank associations”, 
respectively. 

(j) The Federal Farm Loan Act, as amended (12 U.S.C. 641 and the follow- 
ing), and any other Act of Congress in which the words appear, are amended by 
changing “secretary- treasurer” and “secretary-treasurers,” when used to mean 
the secretary-treasurer of a national farm loan association (herein renamed 
“Federal land bank association’), to “manager” and “managers”, respectively. 

(k) Section 23 of the Farm Credit Act of 1933, as amended (12 U.S.C. 1131g), 
is amended by inserting as the second sentence thereof the following: “Such 
loans shall bear such rates of interest as are authorized from time to time 
by the Federal intermediate credit bank of the district.” 

(1) This Act shall become effective December 31, 1959. 


FARM CREvIT ADMINISTRATION, 
Washington, D.C., March 18, 1959. 
The Honorable the PRESIDENT OF THE SENATE, 
U.S. Senate. 

DeaR Mr. PRESIDENT: There is enclosed a proposed bill entitled “A bill to 
amend the Federal Farm Loan Act to transfer responsibility for making ap- 
praisals from the Farm Credit Administration to the Federal land banks, and for 
other purposes.” 

The primary purpose of the proposed bill is to transfer from the Farm Credit 
Administration to the Federal land banks the responsibility for making ap- 
praisals of farm properties offered as security for land bank loans. A step 
in this direction was taken upon enactment of the Farm Credit Act of 1955 
authorizing the so-called designee appraisal program of the land banks. Prior to 
enactment of the 1955 act, a Federal land bank could not make a loan until the 
security had been appraised by a land bank appraiser employed by the Farm 
Credit Administration, a Federal agency responsosible for supervision of the 
Federal land bank system. Under the designee appraisal program authorized 
by the 1955 act, a bank, with the approval of the Farm Credit Administration, 
may make a loan on the basis of an appraisal by a person designated by the 
land bank for that purpose. Generally, the person so designated is secretary- 
treasurer of the local national farm loan association (renamed in the Dill 
“manager” and “Federal land bank association,” respectively). Loans so made 
may be used as collateral for farm loan bonds but a written report on the security 
by a land bank appraiser must be obtained within 1 year after the loan is 
made. Thereafter, the loan cannot be carried as bond collateral for more than 
65 percent of the normal value of the security as established by such land bank 
appraiser. Furthermore. any such loan may no longer be carried as bond 
collateral in any amount unless the report of the land bank appraiser establishes 
that the security meets the standards prescribed by the Farm Credit Administra- 
tion for a land bank loan. 

Under the term of the bill, the land banks would make loans on the basis of 
appraisals by persons appointed or designated by the banks for that purpose. 
The Farm Credit Administration, however, would continue to establish appraisal 
standards for land bank loans and review the work of the appraisers appointed 
or designated by a bank to the extent necessary to assure compliance with such 
standards. If the security for any loan did not meet the prescribed standards, 
the loan could not be credited as bond collateral except in such amount as the 
Farm Credit Administration might approve. The Farm Credit Administration 
would also be authorized to withdraw from a land bank responsibility for 
making appraisals and appraisal standards studies in any district where, for 
example, the bank fails to maintain the prescribed quality of appraisals. The 
bill would leave unchanged the provisions of existing law which limit land bank 
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loans to 65 percent of the appraised normal value of the security for the loan. 

The Federal land banks have been engaged in the farm loan business for more 
than 40 years. It is our belief that the banks have now gained enough experience 
in sound lending practices to assume the responsibility for making appraisals 
as a part of their management function. Thus, the proposed bill is another step 
toward complete implementation of the policy of the Farm Credit Act of 1953 
to encourage and facilitate increased borrower participation in the management 
of the banks and local associations. 

The bill also contains a few other amendments to farm credit laws, the 
most important of which would remove (i) the statutory 5- and 6-percent inter- 
est rate limitations now applicable to farm loan bonds and Federal land bank 
loans, respectively, and (ii) the $200,000 maximum loan limit applicable to land 
bank loans. 

The Federal land banks obtain most of their loan funds from the sale of 
consolidated farm loan bonds to the investing public. Before interest rates 
began to decline the latter part of 1957, interest rates on these bonds almost 
reached the legal limit of 5 percent. Although we have no reason to believe 
that interest rates will return to or exceed their 1957 level, it would seem 
prudent to guard against any possibility that the banks would not be able to sell 
their bonds to obtain the necessary funds to meet the credit requirements of 
farmers. Since the spread between what the banks have to pay for their 
loan funds and the interest rates they charge farmers must be sufficient to 
cover at least the cost of their funds and operating expenses, it is also neces- 
sary to remove the present 6-percent interest rate limit applicable to loans 
made by the land banks. The bill would not, however, disturb other provisions 
of law under which interest rates generally are subject to approval by the 
Farm Credit Administration. 

The proposed removal of the $200,000 limit on land bank loans to any one 
borrower is based on the desire of the banks also to serve the constantly in- 
creasing number of larger farms. With the increase in mechanization of agri- 
culture, farms are becoming larger and the total investment per farm is con- 
stantly increasing. The banks are unable to serve many of these farms, 
particularly in timber farming areas because their credit requirements exceed 
the maximum loan limit. The bill would not, however, change the present 
provision of law under which loans exceeding $100,000 must be approved by 
the Farm Credit Administration. -While the experience of the land banks in 
making loans to large operators has been good, continued approval of loans 
exceeding $100,000 by the Farm Credit Administration should afford adequate 
protection against any possible abuse of this authority. Also, the bill does 
not change the present requirement that no loan may exceed 65 percent of 
the normal appraised value of the farm offered as security. 

Section 1 of the bill would amend section 3 of the Federal Farm Loan Act 
to limit the authority of the Farm Credit Administration to the appointment of 
appraisers who would be called farm credit appraisers and whose primary 
responsibilities would be to establish appraisal standards, to determine com- 
pliance with those standards through review of the work of appraisers desig- 
nated or appointed by the land banks, and to investigate the quality of first 
mortgages securing farm loan bonds. This section of the bill would also repeal 
certain obsolete provisions of the Federal Farm Loan Act. 

Section 2 of the bill contains the principal provisions of the new appraisal plan. 
This section would amend section 10 of the Federal Farm Loan Act in the follow- 
ing important respects : 

(1) The loan committee of the local Federal land bank association (as re- 
hamed), which makes a report on each loan application filed with the association, 
would obtain a report on the security by an appraiser designated or appointed by 
the land bank. Under present law, the loan committee utilizes a land bank 
appraiser appointed by the Farm Credit Administration or a person designated 
wy the bank under a designee program approved by the Farm Credit Administra- 

on. 

(2) The land bank would be authorized to make a loan on the basis of an 
appraisal by a person designated or appointed by the bank. Under present law, 
the appraisal must be made by a land bank appraiser or by a person designated 
by the bank under a designee program approved by the Farm Credit Administra- 
tion. The present requirement under the designee program for a second appraisal 
by a land bank appraiser would no longer apply and, instead, there would be a 
Teview of appraisals by appraisers appvinted by the Farm Credit Administration 
rather than a complete reappraisal in every case. 
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(3) Appraisers designated or appointed by the land bank would be required 
to make their appraisals in accordance with standards prescribed by the Farm 
Credit Administration. Thus, the Farm Credit Administration would establish 
standards to be followed by appraisers for the banks in the same way as it now 
establishes standards for land bank appraisers appointed by it. 

(4) Each Federal land bank would be responsible for making such studies as 
are necessary to enble the Farm Credit Administration to establish appraisal 
standards for the district. 

(5) The Farm Credit Administration would be authorized in its discretion to 
direct or require that any or all appraisals or appraisal standards studies be made 
by appraisers appointed by it under the authority of section 1 of the bill. If the 
Farm Credit Administration should impose such a requirement on any bank, it 
would be authorized to employ additional appraisers (including those designated 
or appointed by the banks) for that purpose and require the bank to pay the cost 
of such appraisers. 

(6) Appraisers appointed by the Farm Credit Administration would be respon- 
sible for making reviews and investigations concerning compliance with appraisal 
standards and the quality of first mortgages securing farm loan bonds. Any first 
mortgage which did not conform to the appraisal and loan standards prescribed 
by the Farm Credit Administration would not be credited as collateral for bonds 
except in such amount as the Farm Credit Administration might approve. 

Section 3 of the bill would provide for the transfer from the Farm Credit 
Administration to the banks of present land bank appraisers who are not selected 
as farm credit appraisers under the authority of section 1 of the bill. Thus, all 
land bank appraisers employed by the Farm Credit Administration on the effective 
date of the legislation would either be transferred to the bank of the district 
in which they are now assigned or they would be continued in the employment of 
the Farm Credit Administration as appraisers for work {n connection with the 
supervisory responsibility of the Farm Credit Administration under the new 
appraisal plan. However, any appraiser who elects not to accept employment 
with the Farm Credit Administration or the bank would be regarded as involun- 
tarily separated from the Farm Credit Administration. 

Section 4 of the bill contains several other amendments, most of which are of a 
minor nature. Subsection (a) would (i) authorize the land banks, subject to 
rules and regulations issued by the Farm Credit Administration, to make loans 
on an unamortized or partially amortized basis, (ii) remove the present $200,000 
limitation on land bank loans to any one borrower, and (iii) remove the 6-percent 
interest rate limitation applicable to land bank loans. Subsection (b) would also 
remove the 5-percent limitation applicable to interest rates paid on farm loan 
bonds issued by the land banks. The remaining provisions of section 4 contain 
either changes in name or perfecting and clarifying amendments considered neces- 
sary for effective administration of farm credit laws. 

This submission has the approval of the Federal Farm Credit Board and early 
consideration and enactment of the proposed bill is-recommended. 

The Bureau of the Budget advises that there is no objection to the presentation 
of this proposal for the consideration of the Congress. 

Very truly yours, 
R. B. ToorTert, Governor. 


[S. 1518, 86th Cong., 1st sess.] 


A BILL To clarify the status of the Federal land banks, the Federal intermediate credit 
banks, and the banks for cooperatives and their officers and employees with respect to 
certain laws applicable generally to the United States and its officers and employees, and 
for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That, notwithstanding any other provision of 
law, and in order to encourage and facilitate increased borrower participation in 
the management and control of institutions operating under the supervision of 
the Farm Credit Administration in accordance with the policy declared in section 
2 of the Farm Credit Act of 1953 (12 U.S.C., Supp. IV, 636a), section 6 of the Farm 
Credit Act of 1987, as amended (12 U.S.C. 6401), is amended as follows: 

(a) By inserting “(a)” immediately following “Sec. 6.”, by redesignating 
subsections “(a)” and “(b)” as paragraphs “(1)” and “(2)”, respectively, and 
by deleting subsection ‘‘(c)”. 

(b) By adding the following at the end of paragraph (1) of subsection (a) 
thereof (as redesignated herein) : “The employment, compensation, leave, retire 
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ment (except as provided in subsection (e) hereof), hours of duty, and all other 
conditions of employment of such joint officers and employees employed by the 
district farm credit board, and of separate officers and employees of the Federal 
land bank, Federal intermediate credit bank, and bank for cooperatives of the 
district employed by the board of directors of such banks, shall be determined 
by the respective boards without regard to the laws from which exemption is 
granted in this section, but all such determinations shall be consistent with the 
laws under which such banks are organized and operate. Appointments, promo- 
tions, and separations so made shall be based on merit and efficiency and no 
political test or qualification shall be permitted or given consideration. The 
district farm credit board shall, under rules and regulations prescribed by the 
Farm Credit Administration, provide for veterans’ preference and limitations 
against political activity for such officers and employees substantially similar 
to the preference and limitations to which such officers and employees were 
subject upon enactment of this sentence.” 

(c) By adding the following new subsections after subsection (a) thereof (as 
redesignated herein) : 

“(b) The provisions of section 1753 of the Revised Statutes (5 U.S.C. 631) and 
the Act of Junuary 16, 1883, entitled ‘An Act to reguhate and improve the civil 
service of the United States’, as amended (22 Stat. 403; 5 U.S.C. 632 and the 
following), any laws supplementary thereto, including but not limited to the 
Act of August 24, 1912, as amended (5 U.S.C. 652), section 1 of the Act of Novem- 
ber 26, 1940, as amended (5 U.S.C. 631a), and section 1310 of the Supplemental 
Appropriation Act, 1952, as amended (5 U.S.C. 43, note), and any rules, orders, 
or regulations promulgated for carrying such Acts or laws into effect, shall not 
apply to a Federal land bank, Federal intermediate credit bank, or bank for 
cooperatives, or to its directors, officers, or employees. 

“(e@) The Federal Employees’ Compensation Act, as amended (5 U.S.C., ch. 15), 
shall not be applicable in respect to the injury, disability, or death of any em- 
ployee of a Federal land bank, Federal intermediate credit bank, or bank for 
cooperatives unless such injury, disability, or death (or cause thereof) occurred 
before January 1, 1960. 

“(d) Section 9 of the Hatch Act, as amended (5 U.S.C. 118i), and the Veterans’ 
Preference Act of 1944, as amended (5 U.S.C. 851-869), shall not be deemed to 
apply to a Federal land bank, Federal intermediate credit bank, or bank for co- 
operatives, or to its directors, officers, or employees. 

“(e) Each officer and employee of a Federal land bank, Federal intermediate 
credit bank, or bank for cooperatives who, on December 31, 1959, is within the 
purview of the Civil Service Retirement Act, as amended (5 U.S.C., Supp. IV, ch. 
30), shall continue so during his continuance as an officer or employee of any such 
banks without break in continuity of service. Any other officer or employee of 
such banks and any other person entering upon employment with any such banks 
after Deeeiber 31, 1959, shall not be covered under the civil service retirement 
system by reason of such employment, exeept that (1) a person who, on December 
31, 1959, is within the purview of the Civil Service Retirement Act, as amended, 
and thereafter becomes an officer or employee of any such banks without break in 
continuity of service shall continue under the civil service retirement system 
during his continuance as an officer or employee of any such banks without break 
in continuity of service and (2) a person who has been within the purview of said 
Act as an officer or employee of such banks and, after a break in such employment, 
again becomes an officer or employee of any such banks may elect to continue 
under the civil service retirement system during his continuance as such officer 
or employee by so notifying the Civil Service Commission in writing within 
thirty days after such reemployment. 

“(f) In addition to such amounts as they are required to contribute to the 
civil service retirement and disability fund under section 4(a) of the Civil Serv- 
ice Retirement Act, as amended (5 U.S.C., Supp. IV, 2254(a)), each Federal land 
bank, Federal intermediate credit bank, and bank for cooperatives shall, for each 
fiscal year after June 30, 1960, pay to the Farm Credit Administration to be 
covered into the Treasury as miscellaneous receipts, its fair portion of the cost of 
administration of said fund as determined in annual billings by the Civil Servce 
Commission. 

“(g) Any Federal land bank, Federal intermediate credit bank, or bank for 
cooperatives may, subject to the approval of the Farm Credit Administration, 
establish a retirement system for its officers and employees either separately or 
jointly with any other corporation under the supervision of the Farm Credit 
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Administration. In determing eligibility for or the amount of any benefit under 
any such retirement system, there shall not be taken into account any service 
which is creditable under the Civil Service Retirement Act, as amended, but 
service which constitutes employment as defined in section 210(a) of the Social 
Security Act, as amended (42 U.S.C., Supp. IV, 410(a)), may be so taken into 
account notwithstanding section 115 of the Social Security Amendments of 1954 
(42 U.S.C., Supp. IV, 410, note) or any other provision of law. 

“(h) Subsections (b), (c), (da), (e), (f), and (g) of this section shall apply 
to the Central Bank for Cooperatives and its personnel and the board of directors 
of the Central Bank for Cooperatives shall have all the authority and respon- 
sibility with respect to personnel of such Central Bank as is vested in the farm 
credit board of a district or the board of directors of a district bank for coopera- 
tives with respect to personnel of any such district bank under subsection (a) (1) 
of this section.” 

Sec. 2. (a) Section 210(a) (6) (B) (ii) of title II of the Social Security Act, 
as amended (42 U.S.C., Supp. IV, 410(a) (6) (B) (ii) ), and section 8121 (b) (6) 
(B) (ii) of the Internal Revenue Code of 1954, as amended (26 U.S.C., Supp. IV, 
3121(b) (6) (B) (ii) ), are each amended by inserting “a Federal land bank, a 
Federal intermediate credit bank, a bank for cooperatives,” immediately before 
the words “a national farm loan association” therein. 

(b) Section 2680 of title 28, United States Code, is amended by adding at the 
end thereof the following new subsection: 

“(n) Any claim arising from the activities of a Federal land bank, a Federal 
intermediate credit bank, or a bank for cooperatives.” 

(c) Section 102(b) of the Federal Employees Pay Act of 1945, as amended 
(5 U.S.C. 902(b)), is amended by striking out “and” immediately preceding 
“(6)” therein and by inserting before the period at the end thereof “; and (7) 
officers and employees of a Federal land bank, a Federal intermediate credit 
bank, or a bank for cooperatives”. 

(d) Section 308 of the Government Employees’ Incentive Awards Act (5 U.S.C., 
Supp. IV, 2122) is amended by inserting within the parentheses after the words 
“the Tennessee Valley Authority” the words “or the Central Bank for 
Cooperatives”. 

(e) Section 205(e) of the Annual and Sick Leave Act of 1951, as added by 
section 4(b) of the Act of July 2, 1953 (5 U.S.C., Supp. IV, 2064(e)), and see- 
tion 1 of the Act of December 21, 1944, as amended by section 4(a) of the Act 
of July 2, 1953 (5 U.S.C., Supp. IV, 61b), are each amended by substituting 
“(C), (A), or (1)” for “(C) or (H)” therein. 

Sec. 3. (a) Nothing in this Act shall be deemed to amend, alter, repeal, or 
restrict the application of (1) section 190 of the Revised Statutes (5 U.S.C. 99), 
relating to the prosecution of claims against the United States by former em- 
ployees; (2) the Act of August 26, 1950 (5 U.S.C. 22-1, 22-2, 22-3), relating to 
the suspension and separation of employees for security reasons; (3) section 
710(e) of the Defense Production Act of 1950, as amended (50 U.S.C., App., 
Supp. IV, 2160(e)), relating to the authority of the President to provide for an 
executive reserve training program; or (4) any Act of Congress the violation 
of which is punishable by a fine or imprisonment, or both. 

(b) Any Act of Congress enacted after the effective date of this Act and 
which states that it shall be applicable to agencies or instrumentalities of the 
United States or to corporations controlled or owned, in whole or in part, by 
the United States, or to officers and employees of the United States or such 
agencies or instrumentalities or corporations, shall not be applicable to a Federal 
land bank, Federal intermediate credit bank, or bank for cooperatives, or to 
its directors, officers, or employees unless such Act specifically so provides by 
naming such banks. 

(c) This Act shall become effective January 1, 1960. 


FarM CreEpIT ADMINISTRATION, 
Washington, D.C., March 18, 1959. 
The Honorable the PRESIDENT OF THE SENATE, 
U.S. Senate. 

DearR Mr. Presmpent: There is enclosed a proposed bill entitled “A bill to 
clarify the status of the Federal land banks, the Federal intermediate credit 
banks, and the banks for cooperatives and their officers and employees with 
respect to certain laws applicable generally to the United States and its officers 
and employees, and for other purposes.” 
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This proposed bill embodies recommendations made by the Federal Farm 
Credit Board under the heading “District Personnel” in its special report to 
the Congress on December 8, 1954 (S. Doe. 7, S4th Cong., Ist sess.). That 
report was submitted in compliance with section 2 of the Farm Credit Act of 
1953, which provides as follows: 

“It is declared to be the policy of the Congress to encourage and facilitate 
increased horrower participation in the management, control, and ultimate 
ownership of the permanent system of agricultural credit made available through 
institutions operating under the supervision of the Farm Credit Administration, 
and the provisions of this act shall be construed in keeping with this policy. 
The Federal Farm Credit Board hereinafter provided for shall within 1 year 
after appointment make recommendations to the Congress of means, supple- 
mental to those provided by this act, of carrying into effect such declared policy, 
including, but not limited to, means of increasing borrower participation in 
ownership of the Federal farm credit system to the end that the investment 
of the United States in the Federal intermediate credit banks, production credit 
corporations, central bank for cooperatives, and regional banks for cooperatives 
may be retired.” 

The recommendations of the Federal Board with respect to the banks for 
cooperatives and the Federal land banks were enacted as the Farm Credit 
Act of 1955 (Public Law 347, 84th Cong., approved August 11, 1955). The 
recommendations of the Federal Board with respect to the Federal intermediate 
credit banks and the production credit corporations, concerned with short- and 
intermediate-term credit, were enacted as the Farm Credit Act of 1956 (Public 
Law 809, 84th Cong., approved July 26, 1956). The enclosed draft bill includes 
the remaining recommendations contained in the report of December 8, 1954, 
which have not been enacted into law. 

The bill has a twofold objective. It would further increase borrower par- 
ticipation in the management and control of the district farm credit banks 
in accordance with the policy declared in the 1953 act and quoted above. It 
would also clarify the status of these banks and their employees in relation 
to certain laws applying generally to the United States and its employees. 

The need for legislation to clarify the status of the district banks and their 
employees was well expressed in a recent opinion (B—124592, dated December 1, 
1955) of the Comptroller General of the United States in which he said that 
“the status of the officers and employees of the above corporations [Federal 
land banks, banks for cooperatives, Federal intermediate credit banks, and pro- 
duction credit corporations], in relation to laws generally affecting Govern- 
ment employees, long has been a vexing question.” The Comptroller General 
then concluded as follows: 

“Accordingly, it is our considered view that the status of these employees with 
regard to the applicability of Federal statutes, including section 205(e) of the 
Annual and Sick Leave Act of 1951, as amended, which relates generally to 
Government employees, should finally be resolved by legislation. Until the 
matter is so resolved, we feel that the existing practice of the Administration 
of making lump-sum payments in these cases should be discontinued as being of 
questionable legality.” 

The need for clarifying legislation is even greater since enactment of the Farm 
Credit Act of 1956. Upon the effective date of that act (January 1, 1957), the 
then wholly Government-owned production credit corporations and Federal in- 
termediate credit banks were merged and the surviving Federal intermediate 
credit banks became partly privately owned and will become increasingly so each 
year as the Government capital in them is gradually retired. Under the Farm 
Credit Act of 1955, the Government capital in the banks for cooperatives is also 
to be retired over a reasonable period of years. Thus, under legislation enacted 
by the 84th Congress, the Federal intermediate credit banks and the banks for 
cooperatives will eventually become wholly farmer owned, as the Federal land 
banks have been since 1947. 

In general, the bill would (1) exempt the employees of the Federal land banks, 
the Federal intermediate credit banks, and the banks for cooperatives from what 
are commonly called the civil service laws applicable to Federal employees, (2) 
give to such banks additional authority in personnel matters, including authority 
to establish a retirement system for future employees, and (3) exempt such 
banks from the provisions of certain other designated Federal laws generally 
applicable to Federal agencies or instrumentalities. The provisions of the bill 
are more fully explained below. 
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Section 1(b) of the bill would amend the Farm Credit Act of 1937 to give to the 
farm credit board of each district and to the board of directors of each bank of 
the district authority in employment and related personnel matters independent 
of certain designated laws applicable generally to employees of the United 
States and employees of corporations owned or controlled by the United States. 
This section also provides that appointments, promotions, and separations of 
district bank personnel shall be on the basis of merit and efficiency without 
regard to political considerations, and that the district boards, under rules and 
regulations prescribed by the Farm Credit Administration, shall provide for 
veterans’ preference and limitations against political activity for personnel of 
the banks substantially similar to the preference and limitations which now 
apply. 

Section 1(c) of the bill would add new subsections to section 6 of the Farm 
Credit Act of 1937 to (1) specifically exempt the district bank empleyees from 
designated civil service laws (subsection “(b)"’), the Federal Employees’ Com- 
pensation Act (subsection “(¢c)”), the Hatch Act and the Veterans’ Preference 
Act (subsection “(d)"); (2) provide for continuation under civil service retire- 
ment of those bank employees now covered by such retirement (subsection 
“(e)"); (8) require payment by the district banks of their fair share of the 
cost of administration of the civil service retirement and disability fund (sub- 
section “(f)”): (4) authorize each district bank, subject to Farm Credit Ad- 
ministration approval, to establish a retirement system for employees not cov- 
ered by civil service retirement (subsection “(g)”); and (5) make the provi- 
sions of section 1 of the bill also applicable to the central bank for cooperatives 
and its personnel (subsection “(h)”’). 

Section 2 of the bill contains amendments to several laws to (1) permit em- 
ployees of the district banks not covered by civil service retirement to have the 
benefit of both social security and the retirement plan of the bank (subsection 
(a)): (2) make clear that claims arising from the activities of the banks are 
not chaims for which the United States is liable under the Federal Tort Claims 
Act (subsection (b)): and (3) exempt the district banks from provisions of 
the Federal Employees Pay Act of 1945 relating to compensation for overtime 
and night and holiday work (subsection (c)), the central bank for cooperatives 
from the Government Employees’ Incentive Awards Act (subsection (d)), and 
the district banks from certain leave provisions of the Annual and Sick Leave 
Act of 1951 and the Lump-Sum Leave Payment Act of 1944 (subsection (e) ). 

Section 3 of the bill contains amendments to (1) make clear that nothing in 
the bill shall be deemed to amend, repeal, or restrict the application of certain 
laws, including criminal laws and laws relating to loyalty and security (sub- 
section (a)); and (2) provide that future legislation dealing with Federal 
agencies and their personnel shall be applicable to district banks and their per- 
sonnel only if the banks are specifically named therein (subsection (b)). 

This submission has the approval of the Federal Farm Credit Board and early 
consideration and enactment of the proposed bill is recommended. 

‘The Bureau of the Budget advises that there is no objection to the presentation 
of this proposal for the consideration of the Congress but does not support cer- 
tain arguments advanced by the Farm Credit Administration in justification 
of the proposal. A copy of the Budget Bureau letter is enclosed. 

Very truly yours, 
R. B. Toore.., Governor. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., February 9, 1959. 
Hon. R. B. Toore.t1, 
Governor, Farm Credit Administration, 
Washington, D.C. 
(Attention of Mr. John C, Bagwell.) 


My Deak Mr. Toorerit: This will reply to your letter of January 24, 1958, 
transmitting a revised draft of.a bill, “To clarify the status of the Federal land 
banks, the Federal intermediate credit banks, and the banks for cooperatives 
and their officers and employees with respect to certain laws applicable generally 
to the United States and its officers and employees, and for other purposes.’”’’ In 
view of ihe precedents previously established by the Congress with respect to 
these institutions and their employees, I am authorized to advise you that there 
would be no objection to the submission of the proposal to the Congress for its 
consideration. 
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While we interpose no objection to the submission of the proposal to the Con- 
gress, it should be made clear for the record that the Bureau of the Budget does 
not support certain arguments advanced by the Farm Credit Administration in 
justification for the legislation. Specifically, we are not persuaded that enact- 
ment of the proposal legislation is required to achieve the purposes of the Farm 
Credit Acts of 1953, 1955, and 1956 which provide for an increasing measure of 
borrower participation in the management of the Federal land banks, Federal 
intermediate credit banks, and the banks for cooperatives. It is our view that 
the proposed changes in the status of the banks’ employees raise important issues 
of public policy which should be considered entirely on their own merits. We 
also do not subscribe to the statement that the banks are “ ‘Federal’ for some 
purposes and ‘non-Federal’ for others.” The banks are Federal instrumentalities 
and are described in the Government Corporation Control Act as “mixed-owner- 
ship Government [italic supplied] Corporations.” 

It is requested that a copy of this letter accompany the submission of the draft 
bill to the Congress. 

Sincerely yours, 
Roger W. JONES, Acting Director. 

Senator Hontianp. I have been furnished a list of witnesses who I 
understand will appear on behalf of the Farm Credit Administra- 
tion. There are three witnesses—Mr. Marshall Edwards, member and 
former Chairman of the Board of the Farm Credit Administration ; 
Gov. Robert B. Tootell, as Governor; and Mr. Eugene Fisher, chair- 
man of the National Advisory Committee of the National Farm Loan 
Associations, of Roseburg, Oreg. 

Are there other witnesses who wish to be heard this morning? 

I hear no request, so we will proceed to hear these witnesses. 

The first witness to be called is Mr. Marshall Edwards, past Chair- 
man of the Board, Farm Credit Administration. 
Mr. Edwards. 


STATEMENT OF MARSHALL EDWARDS, MEMBER OF THE FEDERAL 
FARM CREDIT BOARD, FARM CREDIT ADMINISTRATION, BAR- 
TOW, FLA. 


Mr. Epwarps. Mr. Chairman, gentlemen of the committee : 

It is a distinct pleasure, I assure you, for me to be here this morning 
and to bring to you the general views of our Board regarding these two 
Senate bills, S. 1512 and S. 1513. 

I may say, in passing, that I have been on the Federal Board 6 
years. I was one of the original appointees of President Eisenhower 
when the Board first came into being by virtue of the 1953 Farm Credit 
Act. Last year, Senator Holland, I was chairman. I am not cur- 
rently the chairman. But inasmuch as this legislation was developed 
during that time, my Board requested that I make this general state- 
ment. 

I shall not attempt to go into any considerable details about the bills, 
as Governor Tootell will do this, and I shall not be repetitious. My 
comments, in the main, will deal with the background of the proposed 
legislation and the reasons why we think it is presently needed. 

Ve think that the cooperative farm credit system offers a fine 
example of what can be done through the joint efforts of the Govern- 
ment and citizens who are genuinely interested in helping themselves 
tothe maximum extent possible. The system began over 40 years ago 
with the establishment of the Federal land banks, you recall, by virtue 
of an act of Congress passed in 1916. At that time the Government 
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furnished substantially all of the original capital of the land banks and, 
over the years, contributed additional capital to the banks from time to 
time as was needed. It was contemplated from the beginning, how- 
ever, that the Government capital would gradually be retired as the 
borrowers acquired stock in the system. 

You recall that the act itself contained ways and means whereby 
the land banks would ultimately be farmer- or user-owned. And we 
are happy that all of the Government capital in the land banks has 
been retired and repaid, and that the land bank system has been 
completely user- or farmer-owned since 1947, more than a decade ago, 

As the cooperative system grew with the establishment of the Fed- 
eral intermediate credit banks in 1923, it was necessary again for the 
Government to supply the initial capital of those banks. It was the 
same story when the production credit system and the system of banks 
for cooperatives were established by virtue of congressional enactment 
in 1983. The Government capital was not only necessary to establish 
the system, it was equally essential to its growth and development for 
many years thereafter. 

In the early 1950's users of the farm credit system decided that the 
system had developed to a point where preparation should be made 
for the day when it could walk alone, so to speak. There was a 
philosophy that came into being at that time that, inasmuch as all 
Government capital in the land books had been retired and inasmuch 
as most of the PC A’s had retired their Government capital, the people 
who were users of the system should have more voice in its management. 

The Congress agreed, and passed the Farm Credit Act of 1953, which 
established the policy of developing means to accomplish that end; 
that is, means whereby Government capital would ultimately be 
retired and the system more and more user-controlled. 

That policy involved two important objectives, the full accomplish- 
ment of which would require additional legislation. 

You will recall, Senator Holland, section 2 of the 1953 act con- 
tained a mandate to our Board which that act created, whereby these 
two objectives would be ultimately accomplished; that is, Government 
capital would be retired and the system more and more user owned 
and controlled. 

One objective, as I have stated, was to retire all of the remaining 
Government capital in the corporations which comprise the system 
and thereby vest ownership of these entities in the farmers and their 
cooperatives who use them. The Federal land banks were already 
farmer owned, and the idea was to achieve the same goal for the 
entire system. The other important objective of the 1953 act was 
to increase borrower participatiton in the management and control 
of these farm credit corporations, as I have stated. This objective 
was partially accomplished by provisions included in that act which 
ote borrowers to designate nominees to be considered by the 

resident for appointment to the Federal Farm Credit Board and 
authorized borrowers to elect additional directors to the district farm 
credit boards. 

This Federal Board is a policy board, as is well understood. We 
are appointed by the President from three nominees from each of the 
districts, one by the NFLA’s, one by the PCA’s and one by the bor- 
rowers from the banks for cooperatives. Thus far, the President of 
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the United States has seen fit to restrict his appointments to these three 
nominees. 

The district farm credit boards comprise seven members and pres- 
ently, by virture of the Farm Credit Act of 1953, five of these seven 
directors in each district are elected by the users of the system, and 
there are only two of the seven appointed by the Governor of the 
Farm Credit Administration, subject to the approval of the Federal 
Farm Credit Boards. And ultimately there will be six of these 
seven district engineers elected by the users of the system. 

So the system has become more and more democratic in its nature 
by virtue of the enactment of the Farm Credit Act of 1953. 

The Farm Credit Act of 1953 gave the Federal Farm Credit Board 
a responsibility for making recommendations to the Congress of leg- 
islative means to carry out the policy of the act. We were required 
within 1 year from the date of our appointment to make recommenda- 
tions to the Congress whereby these two main objectives might be 
accomplished. We made those recommendations on December 8, 1954. 
And we are required under the act to make legislative recommendations 
to the Congress from time to time as needed. 

Our recommendations, we are very happy to say, with some modi- 
fications by the Congress, have been enacted and are contained in 
the Farm Credit Act of 1955 and the Farm Credit Act of 1956. 

The Farm Credit Act of 1955 provided a plan for the systematic 
retirement over a period of years of the Government capital in the 
banks for cooperatives. The act which created the banks for coopera- 
tives contained no method, no means, if you please, whereby the banks 
for cooperatives would ultimately be farmer owned. And that was 
the purpose of the Farm Credit Act of 1955, to make that possible. 

Governor Tootell will furnish to you details on the progress being 
made by the banks for cooperatives in this respect. So I will say 
only that the banks are moving steadily toward the goal of borrower 
ownership. 

The Farm Credit Act of 1956 merged the production credit cor- 
poration in the Federal intermediate credit bank in each district and 
provided a plan for converting the credit banks from Government 
to private ownership by having the principal users of the banks, the 
PCA’s, purchase such banks. The act of Congress which created 
the Federal intermediate credit banks contained no means whereby 
those banks would ultimately be user owned or whereby Government 
capital would ultimately be retired. So it was necessary to have 
that enactment in the 1956 Farm Credit Act, as you recall. 

And so we had a merger of the corporation and the bank into 
one legal entity, and it was felt generally throughout the system 
that there was no longer a need for two corporate entities, that we 
did not need the corporation and also the intermediate credit bank. 
So now in each of the districts instead of having four legal entities 
we have but three—the Federal land bank, the Federal intermediate 
credit bank, and the bank for cooperatives. 

The associations, the PCA’s, now own about 15 percent of the 
stock of the credit banks and are definitely on their way toward com- 
pete ownership of them. Furthermore, all but 40 of the 495 pro- 

uction credit associations have retired all of their Government 


capital, and the total amount in those 40 is only $4 million. 


39688—59——3 
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Thus, today, the farm credit banks and associations are either 
wholly farmer owned or else present legislation provides the means 
for them to become so. We believe it is reasonable to assume that 
all of them will reach that goal in another 20 years. Many of them 
will do so in a shorter period. 

I make this summary this morning to show you in the main what 
our principal purpose has been in the 5 years or so that this Federal 
Board has been in being, to show you that the policy of the Congress 
as was stated in section 2 of the original act has, in the main, been 
accomplished. 

And that brings us up to these bills presently under consideration, 
and they, I would say, concern mainly the policy of increasing the 
participation of farmer-borrowers in.the management of the banks 
and associations of the system. 

Much has already been done in this respect, beginning with im- 
portant provisions of the Farm Credit Act of 1953 heretofore noted. 
We believe that in a cooperative system such as ours, management of 
these banks and associations primarily should be in the farmers them- 
selves, operating through their elected boards of directors. This is 
the basic philosophy of the 1953 legislation, and it has been closely 
followed in all farm credit legislation enacted since that time. There 
must be adequate Federal supervision, of course, and it will continue 
to be the responsibility of the Farm Credit Administration to provide 
such supervision. 

The Federal Board believes that the bills before you contain the 
remaining legislation needed at this time to give full effect to the 
objectives which the Congress set forth in 1953. This legislation, to- 
gether with that enacted since 1953, will, we believe, fully effectuate 
the policy of the 1953 act. S. 1513 will also clarify the application 
to the farm credit banks of certain Federal laws relating generally to 
Federal agencies and their employees. 

The directors of the 12 district farm credit boards hold an annual 
conference to consider subjects and issues of systemwide interest. The 
proposed legislation has been considered at one or more of these 
conferences and the bills have the general support of the district 
directors. 

And I might say, in passing, that it has ever been the policy of the 
Federal Farm Credit Board, before it makes any recommendation to 
the Congress as to legislation, to take this proposed legislation out in 

the field at the district level and also at the local level, and familiarize, 
so far as is possible, all parties in interest and obtain their views and 
their thoughts as to what they think the system needs. And that has 
been done. That has been done in this instance. Full publicity is 
always given to these matters before we do make any recommendation. 

In one instance, which the Governor will explain in more detail, 
one provision of the bill was apparently not fully understood. It is 
contained in subsection (e) of section 4 of Senate bill 1512. We 
thought this particular provision of the bill—that is the provision 
having to do with the merger or consolidation of any two NFLA’s 
by the Farm Credit Administration—was a technical matter. We 
thought it was necessary. We still think it is necessary, but the pur- 
pose of the provision was not generally understood in the field. 
There has been opposition to that provision. It was discussed at the 
district directors conference. There was no particular objection. 
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We can see no objection to it. But because of the fact that it was not 
understood throughout the system, as the Governor will explain in 
detail, we think it advisable at this time, Senator Holland, that this 
provision be deleted from the bill. : 

Senator Hottanp. Now you refer to a portion of S. 15124 

Mr. Epwarps. That is right, sir. 

Senator Hottanp. And what is the subsection to which you refer? 

Mr. Epwarps. It is section 4(e). 

Senator Hotzianp. That is the one that relates to the conferring of 
power on the governing board of the Farm Credit Administration to 
direct and effectuate the consolidation of loan associations? 

Mr. Epwarps. Yes. 

Just by way of explanation—and this may not be fully under- 
stood out in the districts and in the associations—the Farm Credit 
Administration presently can compel the liquidation of any NFLA; 
that is the present law. But there are instances where, in order to 
eliminate the possibility of a few remaining stockholders in a defunct 
NFLA from receiving all the capital and reserve, in order to eliminate 
that possibility, the “last man club,” so to speak, it would be more 


advantageous to take the association and annex it to or merge it with 
an adjacent NFLA. 

Senator Horzianp. An active NFLA? 

Mr. Epwarps. An active NFLA. 

And that was the only purpose of this provision. But on the face 
of it, when it purports to give the Farm Credit Administration the 
rer to compel a merger, it is shocking to a lot of our folks simply 
yy reason of the fact that they do not understand the purpose of it. 

Senator Hotianp. And each organization is inclined to apply the 
policy to possible action with reference to itself? 

Mr. Epwarps. They say that is it. 

Senator Hottanp. Whether that is contemplated or not? 

Mr. Epwarps. They say it is contrary to the policy of decentraliza- 
tion which was defined by the 1953 act and which we have attempted 
to comply with in all instances. 

So merely by reason of the fact that it has become controversial, 
and because of the further fact that it may not have been given as 
much publicity as it should have been, we ask that the provision be 
deleted and we will explain it and perhaps sometime in the future 
we will come in and ask the Congress to give us that authority. 

In conclusion, may I merely say that the Federal farm credit system 
exists for one purpose and only for one purpose, and that is to 
furnish the best credit service possible to farmers and their coopera- 
tives at the most favorable interest rates consistent with sound lending 
practices and the cost of loan funds. We believe that the legislation 
teeommended by the Federal Board and enacted by the Congress has 
contributed materially to this end. These bills will, in our opinion, 
further this basic objective. We therefore urge enactment of the 
bills, subject to this one amendment which I have mentioned. 

Again, may I say that it is a distinct pleasure for me to appear 
here before your committee, Senator Holland. You have been most 
‘operative at all times in the past in aiding our Board to get legisla- 


tion which we feel has been of great benefit to American agriculture. 
Thank you so much. 
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Senator Hotianp. Thank you, Mr. Edwards. J 
May I say for the committee that I am sure it has been pleased with 
the results of the enactment of the 1953, 1955, and 1956 acts, all of ’ 
which have marked definite progress in a single policy, and that isthe | *! 
giving, in the case of all of the units under the farm credit system, 
increased ompnens to user ownership, user management, and user | 
control which has all been very thorougly emphasized by Mr. ” 
Edwards. se 
I do think, though, that, for the record to be complete, it might be = 
well to state that one member of the Farm Credit Board still repre- 
sents the contact between the Federal Government, the U.S. Depart- ha 
ment of Agriculture, and this very important system. be 
Mr. Epwarps. That is right, sir. an 
Senator Hotianp. Showing the Federal Government’s continuing 
interest and contact. cel 
Would you state, just briefly for the record, that condition, because m¢ 
I think that, while it is always advisable to give just as full control 
as possible to the users who are the growers and the association’s 2 
growers, it is always important to remember not only that this was | tit! 
federally initiated but that there is a Federal tie-in which is continu- ] 
ing so that the Department of Agriculture may have the benefit of ‘ 
that contact and in the event of threatening disaster in the industry, y 
that a quick and effective means will also always be available to bring | _ int 
the Federal Government back into the picture in any additional way J 2” 
that seems then to be necessary. \ 
Mr. Epwarps. Thank you, Senator. I will be very happy to do \ 
that. Our Board, as I stated is a 13-man Board, 12 of whom are [ 
appointed by the President. There is 1 from each of the 12 farm credit wh: 
districts. The 13th man on the Board is the representative of the S 
Secretary of Agriculture and serves at the pleasure of the Secretary. d 
Mr. Frank Peck, from St. Paul, has been on our Board since it began | pas 
as a representative of Secretary Benson. mor 
The “representative”—we will so term him—of the Secretary of | the 
Agriculture has all the powers that any of the rest of us have as to J lan 
voting. The only limitation is that he cannot serve as Chairman, I they 
think, and perhaps Secretary of the Board. That is spelled out in the perc 
act itself. N 
Senator Hotianp. Well, I think you have very clearly outlined the cm 
purpose of the 19538, 1955, and 1956 acts as * ap to the original | whi 
purpose of the legislation under which this whole system is created J just 
and the progress made under those acts. fort 
Now off the record. mon 
(Discussion off the record.) At 
Senator Horzanp. Are there questions of this witness by any mem- high 
ber ¢ We ci 





Senator Youne of North Dakota. I think most of you have noted 
the chairman’s great interest—— 

Senator Hotziann. That is still off the record. 

Senator Youne of North Dakota. I would like to have this on the 
record. I noted your great interest in the farm credit program whet 

ou rewrote some of the laws 2 or 3 yearsago. I think you liberalized 

them and made them more effective and workable. 
Senator Hotnanp. Well, thank you very much, Senator. 
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Are there questions by you, Senator Talmadge, or you, Senator 
Jordan ? 

Senator Tatmapep. Yes; I havea few questions. 

Mr. Edwards, these two bills, S. 1512 and S. 1513, do they empha- 
size the same thing as H.R. 5740 which is now pending in the House? 

Mr. Epwarps. Yes, sir. 

Senator Tatmaper. I have a letter here from a very able lawyer 
who is from one of our finest agricultural communities.. He raises 
several very pertinent points that I would like to have you clarify 
and comment upon. 

First, let me say that I am relatively new on this committee. I 
have only been here a little more than 2 years, thus I was not a mem- 
ber of tlhe committee when the legislation on this subject was passed 
and amended in 1953 and 1955, respectively. 

This gentleman points out some things that might cause some con- 
cern not only of some of our farmers and employees, but also causes 
me some concern. 

The first point he raises, and I quote: 

“You will notice in title I’—he is referring to the House bill— 
title I would be 1512 pending before us, would it not ? 

Mr. Epwarps. Yes, sir. 

Senator Tatmaper. He says: 

You will note in title I it is proposed to repeal the statutory 5- and 6-percent 
interested rate limitations now applicable to farm loan bonds and Federal land 
bank loans, respectively. 

What is the purpose for repealing that rate? 

Mr. Epwarps. I will be very glad to comment on that, Senator. 

Under the law, we can pay no more than 5 percent on our bonds, 
which you understand are consolidated land bank bonds. 

Senator Tatmaper. Those bonds are sold to the public? 

Mr. Epwarps. They are sold to the investing public, always in the 
past at good advantage. We can pay no more than 5 percent on the 
money which we borrow from the investing public, as is reflected by 
the interest rate on these bonds, under existing law. Moreover, the 
land banks can charge no more than 6 percent on the money which 
they lend to American farmers. We would have, then, but that 1 
percent spread, so to speak. 

Now, as we all fully recognize, the price of money has fluctuated 
from time to time, and in 1957 we had a very tight money market over 
which we have no control. We go into the market to buy our money 
just like any other agency—FNMA or the U.S. Treasury, and so 
forth. We have to go in and buy our money, and we in turn sell that 
money to farmers by making loans to them. 

_At one time last year when the price of money was exceedingly 
high, we were just a shade under our 5-percent limitation. Now if 
we come—if we meet a situation over which we have no control, where 
the money market demands that we have to pay more than 5 percent 
for our money, maybe 5.12 or something like that, we could not do so 
by virtue of this limitation. 

This does not mean, Senator, that we will avail ourselves of this 
removal of limitation, but it would put us in a position to serve our 
farmers in the event that we were compelled to pay more than 5 per- 
cent for money. 
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Senator Tatmapce. Are those bonds tax exempt ? 

Mr. Epwarps. No, sir. 

Senator Tatmapee. They are not tax exempt? 

Mr. Epwarps. No, sir. 

Senator Tatmapcr. Some Federal land bank bonds are, aren’t 
they ? 

Mr. Epwarps. Not that I know of, no sir. 

Senator Tatmapce. You do not know of any that are tax exempt? 

Mr. Epwarps. No, sir. 

Senator Tatmapcr. And your ceiling on loans is now 6 percent! 

Mr. Epwarps. Six percent. So that if you remove one limitation, 
you of necessity would have to remove the other, because if we are 
paying 5.5 percent for our money, obviously we could not pay our 
expense of operation on a very narrow interest spread. And that is 
the purpose of this. 

Senator Tatmapcer. Could you sell all the bonds last year that you 
needed in order to conserve your loans at the 6 percent rate? 

Mr. Epwarps. Yes, sir. 

Senator Tatmapce. Thus far, then, you have had no problem with 
selling your bonds, raising your money and making your loans? 

Mr. Epwarps. That is right, sir. And under the present law we 
will not be in difficulty unless the money market demands that we 
pay more than 5 percent as the money cost. 

Senator Tarmaper. Are you operating at a profit now? 

Mr. Epwarps. Yes. 

Senator Tatmaper. What profit did you make in 1958 and how 
much in your reserves? 

Mr. Epwarps. I cannot tell you offhand. Those involve statistical 
figures. I will be glad to have that information furnished. 

Senator Tatmapee. Could you get those figures and supply them 
in the record at this point, please? I do not mean immediately; I 
mean submit them to the staff. 

Mr. Epwarps. Yes. Mr. Fred Gilmore, Director of Land Bank 
Services, has those figures, Senator, and will be glad to put them in 
the record. 

Senator Tatmaper. Fine. Thank you. 

(The information is as follows :) 


Profits of Federal land banks in 1958 and reserves as of Dec. 31, 1958 


Net earnings for 1958 $10, 695, 042 
Reserves and surplus as of Dec. 31, 1958 302, 455, 112 
In addition, the banks have capital stock of 123, 210, 075 

Senator Tatmapcr. The second point he raises, also referring to 
title I of the House bill, which would be S. 1512: 

It is provided that the Farm Credit Administration would be given authority 
to merge national farm loan associations without the approval of the associations 
involved. 

Mr. Epwarps. That has been deleted, sir. That is the subject—— 

Senator Tatmapce. That is not in this Senate bill, then ? 

Mr. Epwarps. It is in the Senate bill, but we request this committee 
and Congress to delete that. 

Senator Tatmaper. You want that stricken by the committee? 

Mr. Epwarps. Yes, sir, because it is controversial, sir. 
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Senator Tatmapce. He raises still another point, also referring to 
S. 1512: 

It is provided that the name of the national farm loan associations would be 
changed to Federal land bank associations, and the title of secretary-treasurer 
would be changed to management. This, of course, would mean the local associ- 
ations who are close to the farmers and managed by them would have to give up 
the name they have used for more than 40 years, which name could be adopted 
by another competing lending agency. 

I would like for you to comment on that. What is the necessity for 
changing the name? 

Mr. Epwarps. I will be very happy to, Senator. 

The national farm loan associations, customarily referred to in the 
system as NFLA’s, make loans to farmers for Federal land banks. 
They are, in a sense, the means whereby Federal land banks make their 
loans. They are, ina sense, the associations of the Federal land banks. 

We have found that the public generally does not understand fully 
this name “national farm loan associations.” And it is the think- 
ing throughout the system, I might say, by all the folks generally—— 

Senator Taumapce. When you refer to that, that is what we coun- 
trymen ordinarily call PCA, is it not ? 

Mr. Epwarps. No, sir. A PCA is a production credit association. 

Senator Tatmapce. That is different from what you call it? 

Mr. Epwarps. Yes, sir. 

Senator Tatmapee. In what way does it differ ? 

Mr. Epwarps. I will be happy to explain that. 

For instance, presently there are 867—I think that number is right— 
NFLA/’s throughout the system. The national farm loan associa- 
tions make long-term loans to farmers for the Federal land banks. 
There are presently 495 production credit associations. 

Senator Tatmapeer. That is your short-term credit ? 

Mr. Epwarps. That is your short-term credit. And they make loans 
through the use of facilities of the Federal intermediate banks— 
FICB’s, which are banks of discount. If you want a short-term loan, 
you would go to a PCA, you would give the PCA your paper; the 

CA would, in turn, discount that paper with the Federal intermediate 
credit bank, and you would get your money in that way. Those loans 
may be made for as long as 5 years now by virtue of the 1956 act. 

Senator Tatmapee. Is that the one on which you desire to raise the 
ceiling about 6 percent ? 

Mr. Epwarps. No, sir. 

Senator Tatmaper. That is not the PCA loan? 

Mr. Epwarps. No; there is no limitation on it now. 

Senator Tatmapee. That is the Federal land bank loan ? 

Mr. Epwarps. That is the Federal land bank loan. 

Now the credit banks came into existence in 1923 by virtue of an 
act of Congress as of that date. The PCA’s came into existence in 
1933 by virtue of an act of Congress as of that date. Now the land 
banks were established way back in 1916, and there are 12 of them. 
And the land banks make their loans through the NFLA’s, the national 
farm loan associations. And it is thought generally that the public 
would understand what that association was and what it did to better 
advantage if you would call it a land bank or a Federal land bank 
association rather than a national farm loan association. And that is 
the sole purpose of this proposed amendment. 
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Senator Tatmaper. In your opinion, it would not be very material 
one way or another ; would it ? 

Mr, Epvwarps. In my opinion, it would not be, sir, and I have no 
fixed opinion in the matter. I do not particularly care, personally. 

Now may I continue and make further explanation ? 

Senator Tatmapce. Please do. 

Mr. Epwarps. You asked me about the secretary-treasurer and the 
term “general manager.” 

When this system was set up, the duties of this man, who has been 
called secretary-treasurer through the years, were defined and he was 
named “secretary-treasurer.” As a matter of fact, in all instances he 
is the general manager. He has a local board. It varies from 5 to 
12, according to the set up of the NFLA. He is the man who manages 
it; he is the man who runs the NFLA. . And that proposed amend- 
ment is to do nothing more or less than to give him the name which 
he should have. That is what he does; he is the general manager. 
That is, in my opinion, inconsequential, too, Senator. 

Senator Tatmapcr. And the four comments he makes are as follows: 

You will also note that under title II— 
that would refer to S. 1513, I believe— 


it is provided that the Federal land bank would be exempt from the provisions 
of the Hatch Act and the Veterans’ Preference Act, which, of course, means 
that the employees of the land bank would be immune from the operation of 
these acts and would, of course, be prejudicial to preference to veterans. 

Would you comment on that, please ? 

Mr. Epwarps. I am not qualified to comment on that, Senator. This 
Senate bill 1513 is what we call the status clarification bill. Its pur- 
pose is to define properly, as we understand it, the status of the em- 
ployees of the district banks. 

John Bagwell, who is our Counsel, has made a study of that. The 
Governor has that information. 

I am just a country lawyer, Senator, and I do not know to much 
about your Hatch Act and your other acts up here, sir, and I am not 
qualified to comment on them. 

Senator Tatmapee. I am just a country lawyer and farmer, too, 
and that is the reason I wanted your comments. 

Mr. Epwarps. When you are talking about S. 1512, I understand 
and I am very happy to discuss that with you. But I just do not 
know too much about the technicalities of your Hatch Act or the 
various Acts that are mentioned. 

Senator Tatmapce. These people are Government employees are 
they not? 

Mr. Epwarps. Well, they are kind of a crossbreed; they are and 
they are not. And the purpose of this bill, as I understand it, is to 
properly identify them, sir. 

The Governor has that information in his statement. 

Senator Tatmapoe. Fine. 

Mr. Epwarps. And he will clarify it. And if he cannot, I am sure 
our counsel, “Honest John” Bagwell, will clarify it for you. 

penaton Youne of North Dakota. Would the Senator yield on that 

int 
rts Tatmanoe. I will be delighted to yield, Senator. 
Senator Hotianp. Senator Young. 
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Senator Youne of North Dakota. I am a farmer myself and no 
lawyer, but ever since I came to the Senate I’ve heard these people 
talk about country lawyers. I usually find they are the sharpest 
ones. That usually means a good attorney around this place. 

Senator TaLmapce. I am sure that title is well taken with reference 
to the witness, but I am not so sure it is so well taken for the junior 
Senator from Georgia. 

Senator Hotianp. Off the record. 

(Discussion off the record.) 

Senator Hotztanp. Would you yield to me for a moment? 

Senator Tatmapar. I would be delighted to yield, Mr. Chairman. 

Senator Hotianp. Really, is not the purpose of this Status Clarifi- 
cation Act, as you understand it, to effectuate as to employees what 
has already been done as to the officials and management of the bank 
as these associations have become user controlled, and private institu- 
tions, as contrasted with their former status? 

Mr. Epwarps. That is correct, sir. 

Senator Hotzanp. As Federal institutions? 

Mr. Epwarps. That is correct, sir. 

Senator Hotuanp. Financed by the Federal Government and neces- 
sarily controlled by Federal laws as affect their personnel ? 

Mr. Epwarps. That is correct. The Governor’s statement goes into 
that in some detail, and I am sure will explain it to the Senators. 

Senator Hotianp. Will the Senator yield for one more question ? 

Senator Tatmapeer. I am delighted to yield, Mr. Chairman. 

Senator Hotuanp. Is it not true that as the law now exists the Fed- 
eral land banks alone of the three institutions, that is, Federal land 
banks, intermediate credit banks, and Federal banks for cooperatives, 
that they alone have the limitations of 5 percent and 6 percent? 

Mr. Epwarps. That is correct, sir. 

Senator Hottanp. And that the other two institutions, though at 
this stage not fully user owned as in the case with the Federal land 
banks, have no limits upon the amount of interest they can pay or 
the amount of interest that they have to charge in order to operate and 
pay their expenses and maybe have a little profit ? 

Mr. Epwarps. You are correct, sir. 

Senator Tatmapce. Now to get back to some further portions of 
the letter, and I quote: 


You will also note in the provisions of title II— 
and that would be S. 1513— 


the land banks would be exempt from the provisions of the Annual Sick Leave 
Act of 1951, and this, we think, would be prejudicial to the employees of our 
local associations who are entitled to this protection. 

Would you care to comment on that, or would you prefer that Gov- 
ernor Tootell do so? 

Mr. Epwarps. I would prefer that Governor Tootell do so, sir. 
That act, Senator, is highly technical in its nature. 

Senator Tatmaper. Yes, 

Mr. Epwarps. And its primary purpose is to properly define the 
employees of the district banks in accordance with their present 
status. 

Senator Tatmaper. Yes, sir. 


89688—59——-4 
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He makes this concluding statement. I would like to have you com- 
ment on that. 

Summing up the entire proposal, it appears to be a general effort to take away 
power and authority of the local associations, centralize the power and authority 
of the Federal lending agencies in the Federal land bank itself. We believe 
that this authority should be distributed and that the farmers who own the stock, 
control the local associations, should likewise have the power to determine 
whether or not they will continue to operate as they successfully operated for 
sO many years or whether they will merge with other associations. And we 
believe that there should be no further centralization of this authority. 

Mr. Epwarps. We do not agree with the conclusion. As a matter 
of fact, it is our opinion that the gentleman’s conclusion is 100 per- 
cent erroneous. It has ever been the purpose, it has ever been the 
policy of our Board—and I refer to the Federal Farm Credit Board— 
since it began its existence in 1953 to do one of several things, as the 
policy of the act so plainly spells out : 

(1) Decentralize authority : It has been our policy that if something 
could be done better at the district level to do it there rather than in 
the Washington office, rather than in the Farm Credit Administra- 
tion. If it could be done at the local level, it should be done there. 
And that has been, in the main, our policy. 

It has been our policy, as to all legislation which the Congress has 
enacted to remove Government capital out of the system and to make 
the system user or farmer owned, to place more and more control in 
the farmer owners. 

And it is our thinking that this legislation, which is just step-by-step 
legislation—not primary as was the act of 1955 or the act of 1956—it is 
the purpose of this legislation, in the main, to make the system more 
farmer or user controlled. 

For instance, the bill contemplates a transferral of the appraisal 
responsibility from the Farm Credit Administration out to the Federal 
land banks. We feel that the land bank appraisers now, after some 40 
years or more of operation, no longer need be the employees of the 
Farm Credit Administration but they could properly be employees 
of the district banks themselves, and that they could make these 
appraisals as employees of the district. banks, under rules and regu- 
lations and standards determined and fixed by the Farm Credit Ad- 
ministration. 

The gentleman’s conclusion, in all sincerity, is, I submit, erroneous. 

Senator Tatmapce. I have one or two more questions. 

How many Federal lending agencies presently do we have for 
farmers ? 

Mr. Epwarps. Well, I could mention only—I am familiar only with 
the ones provided by the farm credit system. I am not a Government 
expert, as I mentioned a moment ago. We have in the system the 
Federal land banks. 

Senator Tatmapce. Very well; let us briefly define their duties. 
Are those the institutions that make long-term loans to farmers ? 

Mr. Epwarps. That is right, sir. 

Senator Tatmapcr. What is their maximum interest rate? 

Mr. Epwarps. Their maximum interest rate is 6 percent as presently 
limited by statute. 

Senator Tatmapcr. And what is the maximum amount of the loan? 

Mr. Epwarps. $200,000 at present, maximum loan limit. 
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Senator Tatmapce. Proceed to the next one, please. 

Mr. Epwarps. The next one would be the banks of discount, the Fed- 
eral intermediate credit banks, of which there are also 12. 

Senator Tatmapce. Those are the ones that handle the PCA loans? 

Mr. Epwarps. Yes, sir. They are banks of discount. 

Senator Taumapecre. What is their maximum lending rate? 

Mr. Epwarps. It varies. It varies with the various associations in 
different districts. 

Senator Hottanp. Pardon me. Do you mean by law or by actual 
operation, Senator Talmadge ? 

Mr. Epwarps. There is no limitation in the law. 

Senator Tatmapce. I meant both. 

Mr. Epwarps. It varies in various PCA’s. There are 495, and it 
varies—I am not familiar with all of them—with different PCA’s, 
There is no limitation fixed by law, sir. 

Senator Tatmapce. Now proceed to the next one. 

Mr. Epwarps. There are 12 district banks for cooperatives and one 
central bank for cooperatives here in the District of Columbia. These 
banks make loans to cooperative associations throughout the country. 
Down in our area, we have citrus co-op loans. We have a group of 
growers merged together and they form a co-op and this co-op proc- 
esses citrus, they can citrus. These co-ops borrow from these banks. 

They need three types of loans—facility, commodity—— 

Senator Tatmapcr. Are there any ceilings on their loans? 

Mr. Epwarps. Not by law. In the central bank for cooperatives, 
which is more or less supplemental in nature, they have but one direct 
loan at present, and that bank operates here in the District of Colum- 
bia. That makes 13 banks for cooperatives. 

Senator TatmMapce. What else do you have? 

Mr. Epwarps. We have nothing in the farm credit system. Of 
course, you have other Government agencies, which I am sure you are 
more familiar with than am I; your Farmers Home Administration, 
which, in the main, makes emergency loans, and so forth. 

Senator Tatmaper. Good. Thank you very much, Mr. Edwards. 

I have no further questions. 

Senator Hotuanp. Senator Jordan, do you have questions? 

Senator Jorpan. I just wanted to ask one question. 

The bank that you were talking about here that loans money to co- 
ops, where do they get that money? Is that Federal money? 

Mr. Epwarps. No, sir. They get it through the same source. They 
go into the money market and sell their debentures to the investing 
public. They take that money and loan it to their borrowers. 

Senator Jorpan. That is all. 

Mr. Epwarps. The banks of the farm credit system go into the open 
market and, in effect, purchase money and sell it to the members of 
this system at the best rates possible. 

Senator Jorpan. Thank you. 

Mr. Epwarps. It is the cooperative farm credit system. 

Senator Hotianp. Senator Young, do you have questions? 

Senator Young of North Dakota. Yes; I just have one or two. 
What rate did you say a farmer pays now on a Federal land bank 
oan 

Mr. Epwarps. It varies in different districts. In the main, it is 
around 514 percent. There are some banks at 5 percent. It varies 
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with different banks. Presently, in our district I think the three 
eastern seaboard banks are presently charging 544 percent. I am 
from the Columbia District. We are charging 54%. Other banks, 
bigger banks in the West charge 5 percent, sir. 

Senator Youne of North Dakota. In order to be eligible for such a 
loan he has to take out stock in his local organization; is that right? 

Mr. Epwarps. Yes, sir. It operates this way, and it was so con- 
templated by the original Act. If you want a $10,000 loan, you go 
to a secretary-treasurer of an NFLA and tell him you want a $10,000 
loan. All right. Under the present setup you subscribe for 5 percent 
of that loan in stock of that NFLA, National Farm Loan Association. 
So you would then get $9,500 and you would have $500 worth of stock. 

Now one of the proposed amendments in this legislation is to make 
a loan to this farmer of the full $10,000 exclusive of his stock, which 
we think should be done. In other words, since the stock now is 
worth par, or more in most instances, the stock itself should be the 
security for that additional sum. All right. So then that associa- 
tion, in turn, purchases the same amount of stock in the land bank of 
that district. In this way it has been possible to retire all Govern- 
ment capital in the land bank system. 

Senator Youne of North Dakota. I understand you correctly; he 
— a $10,000 loan, he gets the full amount and he does not have to 

uy stock ? 

Mr. Epwarps. No, sir. A farmer goes into an NFLA and makes 
application for a $10,000 loan. He would actually get $9,500. 

Senator Youne of North Dakota. Yes; I see. 

Mr. Epwarps. He would get $500 worth of stock, which he pledges 
as additional collateral for that loan. 

Senator Youne of North Dakota. That is the way it is handled? 

Mr. Epwarps. Yes. 

Now one of the amendments is to enable him to get $10,000 in addi- 
tion to his stock. We feel that the stock is security for itself. 

Senator Hotianp. But you do not exempt him from the necessity 
of buying? 

Mr. Epwarps. We cannot. No, that is the foundation; that is the 
basis of the whole system. He has got to buy stock. 

Senator Youne of North Dakota. When he pays up his loan, is there 
any way of getting compensation for that stock ? 

Mr. Epwarps. His stock is liquidated and applied on his loan, or, 
if he wishes, he does not have to necessarily liquidate that stock. But 
in most cases when his loan is paid off the value of that stock is reim- 
bursed to him. 

Senator Tatmapce. Would the Senator yield at that point ? 

Senator Youne of North Dakota. Yes. 

Senator Tatmapcr. If his stock is not restricted does he continue to 
draw dividends on his stock ? 

Mr. Epwarps. Correct. 

: ore Tatmapce. And that is at a rate of 5 percent presently, 
isn’t it 

Mr. Epwarps. Well, I am in error, so I am told. I had thought 
in some instances he could hold his stock. Mr. Gilmore says he can- 
not; it hasto be liquidated. Fred? 
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STATEMENT OF FRED W. GILMORE, DEPUTY GOVERNOR AND 
DIRECTOR OF LAND BANK SERVICES, FARM CREDIT ADMINIS- 
TRATION 


Mr. Gitmore. Right. 

Mr. Epwarps. That is the procedure. But it is of no particular 
consequence because in most instances it is. 7A} 

But I had thought in some instances in my association he held his 
stock. 

Senator Tatmapcr. The stockholders, then, are confined to the as- 
sociation where they borrow money ¢ 

Mr. Epwarps. Where I am wrong in this. I stand corrected, sir. 
In instances where the property is sold the stock may be transferred, 
or not, that is correct, but if the loan is liquidated, that stock has 
to be liquidated ; that is correct. 

Senator Tatmapece. You mentioned a $10,000 loan. What is the 
basis of loans as to valuation of the farm? In other words, what is 
the maximum ? 

Mr. Epwarps. That is right down my alley. That is one of my pet 
projects since I have been on the Board. His loan is based on what we 
term “NAV” or normal agricultural value. And a farmer can borrow 
65 percent of the normal agricultural value of his farm, of the secu- 
rity offered. 

Now we found when the Federal Board was created that they were 
making loans, or attempting to make loans, on a value which was 
established about on a 1910 basis. It was not realistic. And one of 
the first things that we did—by “we” I mean our Board—was to make 
the normal agricultural value realistic. And we raised it, and we 
have raised it again since then. There have been two raises of normal 
agricultural value, and you can borrow 65 percent of the NAV. 

Senator Tatmapcr. Suppose the farmer wants to convert from, say, 
rural crops to timber, do you finance that type loan? 

Mr. Epwarps. We finance timber loans; yes, sir. 

Senator Tarmaper. On the timber itself, is that what you lend on? 

Mr. Epwarps. Yes, sir; timber and the land. We are making a lot 
of them in Georgia. Some of the big loans we are making are on 
Georgia timberland in my district. 

Senator Tatmapee. I have heard of them and that is the reason 
I wanted that clarified. Are you loaning on timber already standing 
or timber they hope to have 20 years hence? 

Mr. Epwarps. I am not well versed on the technicalities. I think 
it has to be in being. 

Senator Tatmapee. Do you expect to convert from rural crops to 
tree farming ? 

Mr. Epwarps. I do not believe so. 

Senator Tatmapex. I believe you stated the maximum loan to be 
20 years? 

Mr. Epwarps. Not necessarily. 

Senator Tatmaper. What isthe maximum loan? 

Mr. Epwarps. It can be up to 40 years. 

Senator Tatmaper. Forty years 

Mr. Epwarps. Which is unusual in my district. Most of them in 
my district the third district—Georgia, Florida, North and South 
Carolina—are up to 20, but they can be as high as 40. 





26 FARM CREDIT ADMINISTRATION 


Senator Taumaper. And the maximum rate is 6 percent ? 

Mr. Epwarps. The maximum rate under present law. 

Senator Tatmapcr. Thank you, sir. 

Senator Jorpan. I wanted to ask a question, Mr. Chairman. 

Senator Hotianp. Senator Jordan. 

Senator Jorpan. You say a man is going to borrow $10,000 and he 
has to take $500 worth of stock ? 

Mr. Epwarps. Five percent. 

Senator Jorpan. That would be 5 percent in this case? 

Mr. Epwarps. Yes, sir. 

Senator Jorpan. In addition to that, does he still have to pay 6 
percent on the $10,000 ? 

Mr. Epwarps. Yes, sir. That is why we want this amendment. 

Senator Jorpan. Getting him twice. 

Mr. Epwarps. That is right. That is why we want the amendment, 
Senator. 

Senator Taumapce. I think that is sort of standard practice on 
loans, finding some way of getting him twice. 

Senator Houuanp. I think the record ought to show that he does 
not necessarily pay 6 percent on that, but he pays 6 percent only in 
those cases where the 6 percent, or highest, rate of interest is charged. 
It by no means represents the average rate. 

Mr. Epwarps. No. At present, five banks charge 514. That is the 
highest interest rate now. Seven banks, I think, charge 5. 

Senator Youne of North Dakota. I have just one more question. 

Does the PCA operate the same way with respect to the stock? 
You have the requirement the borrower has to buy stock ? 

Mr. Epwarps. Yes, sir. They get class B stock equal to 5 percent 
of the amount of the loan. 

Senator Youne of North Dakota. Is that stock liquidated when his 
loan is paid up or what is the disposition ¢ 

Mr. cake In the same way; yes, sir. 

Senator Youne of North Dakota. Is it compulsory? If the local 
PCA declines to reimburse him for the stock, can they do that? 

Mr. Epwarps. What is the answer ? 

Mr. Baewexu. You are talking about a PCA loan, are you not, 
Senator ? 

Senator Youne of North Dakota. Yes. 


STATEMENT OF JOHN C. BAGWELL, GENERAL COUNSEL, FARM 
CREDIT ADMINISTRATION 


Mr. Baewe.u. Usually, when a PCA loan is paid up the borrower 
retains his B stock and uses it in connection with a subsequent loan. 
If he does not obtain another loan within 2 years and use that stock to 
meet the stock requirement, the class B stock is converted to class A 
stock. However, the association may permit him to transfer his class 
B stock to another borrower. 

Senator Youne of North Dakota. He still does not get his cash 
back? Now, how does he get his cash back? 

Mr. Bacwe.u. He may do that by transferring his stock, but the 
general rule is that the stock may not be canceled, which is in sharp 
contrast to the rule that obtains in the Federal] land bank system. 
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Senator Youne of North Dakota. Off the record. 

(Discussion off the record.) 

Mr. Epwarps. Thank you. 

Senator Hotxianp. I think that the record should show here just 
briefly that under the original legislation the Federal land banks 
and their loan associations were set up on a basis where they could 
become user controlled. They had become user controlled by the time 
that the 1953 act was passed by the Congress. And the Congress in 
that case felt that it was applying management machinery that was 
consonant with the fact. already developed in the Federal land banks 
and the local loan associations. But at that time the Congress set in 
motion the procedure which was then accomplished by the 1955 act 
and the 1956 act to make the same kind of user acquisition and user 
control and management retirement of Government capital available 
to the other institutions in the Farm Credit Administration 

And as I understand the report of Mr. Edwards, he shows that real 
progress is being made in accomplishing the same objective already 
accomplished with reference to the land banks in the case of the other 
units in the Farm Credit Administration. The objective in the 1953 
act and in the subsequent acts approved by Congress was to have the 
philosophy of user ownership, user management and user control al- 
ways subject to a tie-in with the Federal Government for the reasons 
which we all understand, applicable to the whole setup. 

And as I understand it, the statement of Mr. Edwards shows prog- 
ress made, distinct progress made, in which I am sure the committee 
is in sympathy and proud of too, towards the accomplishment of the 
same objective in the other institutions already accomplished in Fed- 
eral land banks. 

Does any member of the committee wish to either ask a question of 
the witness or make any comment? I know we are all in accord with 
the objectives because the Congress has shown that repeatedly begin- 
ning with 1953. 

All right, thank you, Mr. Edwards. 

Mr. Epwarps. Thank you, gentlemen. Itisa pleasure. 

Senator Hottanp. Governor Tootell. 


STATEMENT OF ROBERT B. TOOTELL, GOVERNOR, FARM CREDIT 
ADMINISTRATION 


Mr. Toorert. Mr. Chairman and members of the committee, I 
appreciate the opportunity to go over this with you this morning. 

I have with me some members of our staff, whom I would like to 
introduce at this time. 

John C. Bagwell, our General Counsel, who is known to most of 
you. 

, Senator Hotianp. Well, he has already testified briefly in the mat- 
ter. 

Mr. Toorett. Yes, he has. Also Mr. Fred W. Gilmore, who is 
Director of the Land Bank Service; Mr. William Moore, our Person- 
nel Officer; and Mr. Don Bushnell, who is Chief of Appraisals in the 
Land Bank Service. 

Senator Hottanp. Am I correct in my understanding, Governor, 
that, just as Mr. Gilmore is director of one of the three branches of 
your activity, you have a director in each of the other branches? 
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Mr. Toorety. That is true. 

Senator Hotzanp. Who serves under the Governor but with juris- 
diction over that particular branch—one the land bank branch, one the 
intermediate credit bank branch, one the cooperative bank branch; is 
that correct ? 

Mr. Toorety. That is true. And those three, Senator Holland, are 
Deputy Governors of the Farm Credit Administration, as well as 
being directors of their respective credit services. 

Senator Hoxuanp. In other words, Mr. Gilmore, who is here, in 
addition to being a director of his service is also a Deputy Governor? 

Mr. Tooreti. That is correct. 

Senator Hoiianp. All right, proceed, sir. 

Mr. Toorett. Mr. Chairman, I have a prepared statement here and 
I should like to file the first 10 pages of that statement for the record 
and to not read it. Beginning on page 10—— 

Senator Hot.tanp. What is the reason for requesting that the 10 
pages be simply filed ? 

Mr. Toorext. In the interest of saving time. This is a rather com- 

lete explanation of the cooperative farm credit system, the district 
came and associations which are supervised by the Farm Credit Ad- 
ministration, a Federal agency, and unless you gentlemen on the com- 
mittee want me to go into the detail involved here, much of which Mr. 
Edwards have given you, I could save time by skipping that part of it 
and getting down to some discussion of the points in the bills them- 
selves. 

Senator Hotianp, Well, may I say this, that unless there is objec- 
tion, the Chairman would suggest that the request be granted and the 
first 10 pages incorporated, with the distinct understanding that, if 
any member of the committee after having had the chance to read 
these pages, wishes to have Governor Tootell called back, that he may 
be called back to give testimony, because he is available here in Wash- 
ington; whereas other witnesses now in Washington, as for instance, 
Mr. Edwards, are here only temporarily for the meeting which they 
have been attending. 

Is there objection to following that course of action ? 

The fcciehoae none, and it will be followed. 

(The first 10 pages referred to in the prepared testimony are as 
follows :) 


Mr. Chairman and gentlemen of the committee, I appreciate the opportunity 
to appear before you and present the views of the Farm Credit Administration 
on 8. 1512 and §S. 1513, bills which would amend certain laws relating to the 
cooperative farm credit system. 

Before discussing the provisions of the bills, I would like to give you a brief 
outline of the farm credit system and explain the functions of the variou organi- 
zations which make up that system. I have handed out copies of an organiza- 
tion chart which should prove helpful to this discussion. 

The Farm Credit Administration is an independent agency in the executive 
branch of the U.S. Government. The agency consists of the Federal Farm Credit 
Board, the Governor, and other officers and employees appointed by the Governor. 
The Federal Farm Credit Board is a part-time policy-making Board which con- 
sists of 13 members, 12 of whom are appointed by the President with the advice 
and consent of the Senate. In making the appointments, the President is re- 
quired to receive and consider nominations by the various user groups in each 
farm credit district. The 13th member of the Board is designated by the Secre- 
tary of Agriculture as his representative on the Board. 

The Farm Credit Administration supervises, examines, and coordinates the 
activities of the 37 banks and about 1,400 local associations which, together with 
the Farm Oredit Administration, comprise the cooperative farm credit system. 
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The Governor, under the general supervision and direction of the Federal Farm 
Credit Board, is responsible for the execution of the laws creating the powers, 
functions, and duties of the Farm Credit Administration. Expenses of the Farm 
Credit Administration are not paid from Treasury funds but are paid through 
assessments against the banks and associations of the system. 

The United States is divided into 12 farm credit districts. There is in each 
district a Federal land bank, a Federal intermediate credit bank, and a bank for 
cooperatives. Each district has a farm credit board which also serves as the 
board of directors of each of the three banks. Each district board consists of 
seven members, two elected by the national farm loan associations, two elected by 
the production credit association, one elected by the stockholders of the bank for 
cooperatives, and two appointed by the Governor of the Farm Credit Adminis- 
tration with the concurrence of the Federal Farm Credit Board. There is a 
central bank for cooperatives located in the District of Columbia, which has 
a separate board of directors. 

The Federal land banks were established under the Federal Farm Loan Act 
of 1916. They provide farmers and ranchers with long-term credit on farm 
real estate. These loans are made through national farm loan associations, 
also organized under the 1916 act. Each borrower from a Federal land bank is 
required to become a member of the national farm loan association through which 
the loan is made. The borrower buys capital stock of the association in an 
amount equal to 5 percent of the face amount of the loan and the association is 
required to purchase an equal amount of stock in the Federal land bank of the 
district. 

A Federal land bank loan must be secured by a first mortgage on the farm or 
ranch of the borrower and is repayable on an amortized basis in annual or 
semiannual installments. The amount of loans to any one borrower may not 
exceed $200,000. In no event, however, may the amount loaned exceed 65 percent 
of the appraised normal value of the farm or ranch offered as security. 

The loan funds of the Federal land banks are obtained chiefly through the sale 
of consolidated bonds to the investing public. Since the banks obtain their loan 
funds in this manner, interest on loans made to farmers varies with the cost of 
money. At the present time, seven of the banks are making loans at 5 percent 
and five charge an interest rate of 54% percent. 

At the outset, the Federal land banks were largely capitalized by the U.S. 
Government. The law provided for the automatic retirement of Government 
capital in the banks under specified conditions and most of the original capital 
had been retired by 19382. In that year, however, due to the generally depressed 
condition of agriculture and the inability of the banks to find a ready market for 
their bonds, $125 million of Government capital was invested in the banks. Later, 
approximately $189 million additional Government capital was invested in the 
banks to assist them in granting extensions and deferments on outstanding 
mortgage loans. By 1947, however, all of the Government capital in the Federal 
land banks had been repaid. 

Farmer-members own all the capital stock of each of the approximately 900 
national farm loan associations and the associations, in turn, own all the stock 
of the Federal land banks. Thus, the Federal land bank system has been com- 
pletely farmer owned since 1947. On December 31, 1958, the combined net worth 
of all Federal land banks and national farm loan associations was approximately 
$475 million. 

The Federal intermediate credit banks were established under the Agricul- 
tural Credits Act of 1923. They were organized as banks of discount to provide 
a permanent and dependable source of funds for institutions making loans to 
farmers and ranchers. Although these banks served many privately capitalized 
financing institutions in the decade following their organization, they never 
served farmers effectively until the system of production credit associations was 
established in 1933. Up to that time, there were not enough primary lenders 
with sufficient capital to make funds available to individual farmers in any- 
thing like an adequate volume. The production credit associations were estab- 
lished to make the rediscounting services of the Federal intermediate credit 
banks available to every farmer in the United States who has a satisfactory 
basis for credit. 

Asa result of the growth and development of the production credit system, the 
major part of the credit business of the intermediate credit banks is now done 
with the production credit associations, The most recent figures for the system 
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as a whole show that about 93 percent of the banks’ average daily balances of 
loans and discounts outstanding were accounted for by the production credit 
associations. The banks also do business with a number of other financing insti- 
tutions (called OFI’s), principally State-chartered, privately capitalized agri- 
cultural credit corporations and livestock loan companies. 

The intermediate credit banks obtain their loan funds primarily from the sale 
of short-term consolidated debentures to the investing public. The interest and 
discount rates which the banks charge the production credit associations and the 
OFI's depend upon the rates of interest which the banks have to pay on their 
debentures. 

The Federal intermediate credit banks were originally capitalized by the U.S. 
Government. They remained so until January 1, 1957, the effective date of the 
Farm Credit Act of 1956, at which time the Government's capital investment in 
the banks was $87.4 million, composed of $60 million of the original capital and 
$27.4 million transferred from the production credit corporations which were 
merged with the intermediate credit banks by the provisions of that act. The 
1956 act included provisions under which the banks are now being converted 
from Government to private ownership. On January 1, 1957, production credit 
associations were required to subscribe, in the aggregate, to 15 percent of the 
capital stock of the intermediate credit banks. All of this stock has now been 
paid for and a corresponding amount of Government capital in the banks has 
been retired. The balance of the Government capital, represented by preferred 
stock, will be retired over a reasonable period of years from earnings of the 
banks and eventually they will be owned entirely by the production credit asso- 
ciations. As of April 1, 1959, $13.6 million of the $92.2 million ($87.4 million 
referred to above plus $4.8 million invested since 1957) of Government capital in 
the intermediate credit banks had been retired. The combined net worth of the 
intermediate credit banks on December 31, 1958, was $166 million. 

There are 495 production credit associations in the United States. Loans by the 
associations are usually on a budget basis for periods up to 1 year. Some loans 
for capital purposes are made for periods up to 5 years. Each borrower from a 
production credit association is required to own class B (voting) stock in the 
association in an amount equal to 5 percent of the amount of the loan. The loans 
are usually secured by chattel mortgages on crops or livestock but unsecured 
loans are made in appropriate cases. 

The production credit associations provide credit to members at the lowest 
cost consistent with sound business practices. Interest rates vary among the 
associations. Since the associations obtain their loan funds by rediscounting 
farmers’ notes with the Federal intermediate credit banks, interest rates are de- 
termined largely by the cost of money to those banks. At the present time, 
interest rates charged by the associations vary from 5 to 7% percent, with the 
majority of the associations charging 6 percent. 

Initially, the production credit associations were capitalized almost entirely 
through the purchase of class A (nonvoting) stock by the Government. Over 
the years, farmers have also purchased substantial amounts of class A stock to 
increase the lending capacity of their associations and to retire Government 
capital. These purchases of class A stock were over and above the class B stock 
required to be owned in connection with each loan. Most associations have 
elected to devote their earnings to building their financial strength and, conse- 
quently, members have largely forgone returns on their stock investments. AS 
capital investments by members grew and earnings of the associations accumu- 
lated, the Government capital in the associations has been gradually retired. 
This plan of operation has enabled the associations to retire all but $4 million 
of the approximately $90 million of Government capital invested in them and 
only 40 of the associations have any Government capital left. Member-owned 
capital stock of the 495 associations at December 31, 1958, amounted to $131,- 
980,000 and the combined net worth of all the associations on that date was 
approximately $246 million. 

The banks for cooperatives were organized under the Farm Credit Act of 1933. 
They make loans to farmers’ marketing, purchasing, and service cooperatives. 
Three distinct types of loans are made: commodity, operating capital, and facil- 
ity loans. Interest rates vary with the type of loan. Generally, the commodity 
loans carry the lowest interest rate, operating capital the next higher, and 
facility loans the highest rate. 

The loan funds of the banks for cooperatives, other than those available from 
their capital and surplus, are obtained from the sale of consolidated debentures. 
As is the case with other banks of the system, interest rates charged by the 
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banks for cooperatives depend, to a large extent, upon the rates they have to pay 
on their debentures. At the present time, interest rates charged by the banks 
for cooperatives ranged from a low of 314 percent on commodity loans to a high 
of 5 percent on facility loans. 

The banks for cooperatives were capitalized by the United States out of the 
revolving fund from which the Federal Farm Board previously made loans to 
cooperatives under the Agricultural Marketing Act of 1929. As the credit 
service of these banks increased, capital stock subscriptions by the United States 
increased until they reached $178.5 million in 1945. This amount was reduced 
to $150 million at the time of passage of the Farm Credit Act of 1955. 

The Farm Credit Act of 1955 provided a plan for the systematic retirement 
over a period of years of the Government capital in the banks for cooperatives. 
This was to be made possible by the creation of permanent capital contributed 
by the users of the banks. From organization until January 1, 1956, the 
effective date of the 1955 act, borrowers from the banks for cooperatives were 
required to purchase capital stock of the banks equal to approximately 5 
percent (a lower percentage in the case of commodity loans) of the amount 
of their loans. Upon repayment of the loan, borrowers had the right to have 
the stoek retired and receive the proceeds either in cash or have them applied 
as a payment on the loan. Borrower capital built up in this manner could 
not be regarded as permanent. 

Under the Farm Credit Act of 1955, borrowers from the banks for cooperatives 
are required to purchase class C (voting) stock in the banks in an amount 
related to the quarterly interest payments on their loans (from 10 to 25 percent 
as determined by the bank with the approval of the Farm Credit Administra- 
tion). Also, the net earnings of the banks, after reserves, certain dividends, and 
franchise taxes are provided for, are required to be distributed in class C stock 
to the borrowing cooperatives. Class A (Govyernment-owned) stock of the banks 
is required to be retired each year in an amount equal to the amount of class C 
stock issued for that year. Thus, funds from regular investments in class C 
stock by the borrowers and from net earnings of the banks are being used to 
retire Government capital. 

As of June 30, 1958, the banks for cooperatives had retired $15.2 million of 
Government capital since the Farm Credit Act of 1955 became effective on 
January 1, 1956. This reduced the amount of Government-owned stock in 
the banks to less than $135 million compared with a peak of $178.5 million in 
1945 and $150 million on January 1, 1956, when the 1955 act beeame effective. 
The combined net worth of the banks for cooperatives on December 31, 1958, was 
$265.3 million. 

Farmers and their cooperatives made record use of the farm credit system in 
1958. Total borrowings from the system in 1958 reached $3.4 billion, an in- 
crease of $566 million, or 20 percent over 1957, which was also a peak year. The 
greatest gain during the year was in production credit where farmers borrowed 
$2.2 billion from the local production credit associations. This was a new high 
for the associations and represented an increase in number of loans of almost 
5 percent and an increase in amount of 27 percent over 1957. 

Farmers also made increased use of other parts of the system. They borrowed 
$429 million on 45,500 loans in 1958 from tne Federal land banks. This repre- 
sented an increase in number of loans of about 1 percent and an increase in 
amount loaned of about 8 percent over 1957. The total amount of land bank 
loans outstanding on December 31, 1958, was a record $2.1 billion, which is 
about 18 percent of all farm mortgage loans. 

More farmers cooperatives than ever before—2,106—borrowed $559 million 
from the banks for cooperatives during 1958. This represented an increase in 
number of loans of 20 percent and an increase in amount of 3 percent over 1957. 
At the end of the year a record number of 2,549 cooperatives had $510 million 
of loans outstanding with the banks. 

The Farm Credit Act of 1953 was an important milestone in the development 
of an effective cooperative credit system for agriculture. That act declared it 
to be the policy of Congress “to encourage and facilitate increased borrower 
participation in the management, control, and ultimate ownership of the perma- 
nent system of agricultural credit made available through institutions operating 
under the supervision of the Farm Credit Administration.” ‘That act also 
directed the Federal Farm Credit Board, within 1 year after its establishment, 
to make recommendations to the Congress of means to carry out that policy, 
including means for the retirement of the remaining Government capital in the 
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system. The Federal Board made the recommendations thus required in a 
special report to the Congress on December 8, 1954. Most of those recommenda- 
tions, with some modifications, were enacted in the Farm Credit Act of 1955 
and the Farm Credit Act of 1956. 8S. 1512 and 8. 1513 contain the remaining 
recommendations made in the Federal Board report of December 8, 1954, together 
with a few additional amendments which we believe are in furtheranee of the 
policy of the 1953 act and will strengthen and improve the credit service of the 
farm credit system. 

Senator Jorpan. Mr. Chairman, I have got to go to another meet- 
ing, and I will take this and study it. 

Senator Hotianp. Well, the understanding will be, Senator Jordan, 
that not only as to the 10 pages inserted, but as to any other part of 
his statement, that if you or any other member of this committee 
wishes to question Governor Tootell or any members of his staff with 
reference to any part of the statement, that you shall have the privi- 
lege to recall him. It would be no hardship on him to come back for 
further questioning, if you or any other member of the committee 
wishes to follow that course. 

Senator Jorpan. Thank you. I am sorry I cannot stay for the 
completion of the hearing. 

Senator Hottanp. We are sorry you have to leave. 

Off the record. 

(Discussion off the record.) 

Senator Hotianp. All right, Governor Tootell, I think we are all 
in an appreciative mood, so you go ahead. 

Mr. Tooretu. Very well, thank you. 

Before I get to the point on page 10 of my prepared statement 
which will proceed with analysis of the bill, I will call your attention 
to this organization chart which is before you, which I believe will 
be very helpful in explaining and helping you understand the rather 
complicated farm credit system. 

If you will notice over here on the left there is indicated four levels 
of operation in this system. 

The first is the Farm Credit Administration itself, which is a small 
independent agency of the Federal Government with headquarters 
here, that has a responsibility for supervising the district farm credit 
banks and associations and of coordinating their efforts and of render- 
ing certain services for them. 

The organization of this Federal agency is indicated over to the 
right, then consisting of the Federal Farm Credit Board, which Mr. 
Edwards has already described, and then the Governor and his staff. 

You will note down under the big square there, indicating the Serv- 
ice Divisions, that there are these three directors, Senator Holland, 
which you mentioned earlier—the Director of the Cooperative Bank 
Service; of the Short-Term Credit Service, which includes the inter- 
mediate credit bank and the production credit associations; and then 
on the right the Director of the Land Bank Service, which is Mr. 
Gilmore back here. 

Then we come down to this next level of farm credit banks in each 
of these 12 farm credit districts—the bank for cooperatives, the Fed- 
eral intermediate credit bank, and the Federal land bank. 

And then at the next level, the association level, there are farmer 
cooperatives that borrow from the banks for cooperatives. There are 
the production credit associations and other financial institutions that 
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borrow from and discount with the Federal intermediate credit banks 
in the district. They are indicated right here. 

And then the national farm associations through which the Federal 
land banks make loans to farmers, down here on this level. 

Senator Tatmapce. Mr. Tootell, do you mind yielding at that point? 

Mr. Toorett. I will be glad to, Senator. 

Senator Tatmapcr. Do these include the Farmers Home Admin- 
istration, which is an agency of Agriculture? 

Mr. Tooreti. That is true. The Farmers Home Administration is 
the agricultural lending agency of the Department of Agriculture. 

Senator Tatmaper. Are there any others now, in addition to that, 
which you have not enumerated here ? 

The Farmers Home Administration, I understand, lends money to 
remodel homes, to buy homes, and to buy farms. 

Mr. Tooreti. Yes, and for operating purposes, and really for any 
agricultural purpose. But they are in the category of making higher 
risk loans than would be made by the cooperative farm credit system. 

Senator Tatmapce. Is that what you referred to as a “disaster 
loan” ?¢ 

Mr. Tooreiu. Well, the disaster loan is one phase of the operation 
. the Farmers Home Administration. Another, and the one for 
which—— 

Senator Hotztanp. Just a moment. The so-called substandard loan 
is the principal field of operation in the Farmers Home Administra- 
tion; am I correct in that ? 

Mr. Toorrett. Yes, you are, Senator Holland. The main loans that 
they make, the great majority of them, are loans in which the bor- 
rower does not have the equity usually required when a loan is made. 

Senator Tatmapce. Is that with direct Government capital ? 

Mr. Tooretx. That is right. 

Senator Tatmapce. And this is where you are working primarily to 
get to the man who borrows the money and use his money? Do you 
still have some Federal money in the system ? 

Mr. Tooreti. We still have some Federal money invested in the cap- 
ital structure, but not as a source of loan funds. 

Senator Taumapee. Is the working capital owned by the public and 
the users of the fund ? 

Mr. Tooretx. That is true. And the loan funds come from the sale 
of the debentures and bonds of the farm credit banks to the invest- 
ing public. In other words, this is a mechanism through which farm- 
ers pool their credit and go into the money markets and compete with 
commerce and industry for funds. 

And this past year, 1958, the banks and associations of our system 
loaned American farmers $3.4 billion. 

Senator Tatmaper. How much was repaid ? 

Mr. Tooretn. Well, of course on the land bank loans—let me put 
it this way, Senator Talmadge; a very high percentage of that which 
was due was repaid. 

Senator Tatmaper. Do you remember the percentage? 

Mr. Toorett. The delinquencies in the land bank system this past 
year were just a little more than 5 percent, I believe, which is quite 
«normal figure. 
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In the production credit system, I cannot quote you a specific figure 
on that, but except for a few areas like the Mississippi Delta, where 
there was disaster last year, the repayments were very good, 

And the repayments on the bank for cooperative loans was just 
almost 100 percent. 

Senator Tatmapcr. Perhaps it would be better, instead of using one 
year as a guide, to utilize a long-term period. 

Mr. Toorety. Yes, sir. 

Senator Tataapnee. In your long-term period, what percentage of 
collections have you made and what percentage of foreclosures have 
you had to make, either by your farm home loan or PCA ? 

Mr. Tooretx. Senator Talmadge, we have specifically the figures on 
that going back to the year one for our system, and we would be 
glad to put those in the record. 

Senator Tatmapce. If you will, I would appreciate it, with the 
permission of the chairman. 

Senator Hotxanp. I think that would be splendid for us to have 
that information in the record. 

(The information is as follows :) 


Farm credit banks and associations, loss experience, organization through 
June 30, 1958 


(Thousands of dollars] 


Actual and estimated losses 
Banks and associations Total loans 
made 


Reserves 
Actual for losses 


1 128, 691 
131 


, 830, 8, 
Production credit associations 309, 13, 827 
Banks for cooperatives 8, 290, 492 4, 866 


1 Of the total of $128,691,000 losses actually realized through June 30, 1958, $110,952,000 or 86.2 percent oc- 
curred prior to Jan, 1, 1942. 
2 As a percent of cash advances. 


Mr. Toorrtxi. But I could just say offhand that it is a very small 
fraction of 1 percent, so far as most of the banks are concerned and 
that is the reason why the banks are able to sell their bonds and deben- 
tures to such good advantage because the record has been very good. 

Senator Tatmapex. Are you building up a reserve to take care of 
your foreclosures ¢ 

Mr. Tooreti. Very definitely so. The net worth of this cooperative 
farm eredit system of ours is in excess of a billion dollars. 

Senator Tatmaper. Where do your bonds sell at 5 percent? Are 
they above par? 

“re Tooretn. We have three categories. You say do they sell above 
par 

There again, that depends considerably upon the day-to-day market 
situation. 

Senator Tatmaper. When was the last time you have issued any ? 

Mr. Toorrett, We have issued Federal intermediate credit bank 
debentures each month. Shortly after the middle of each month, we 
sell Federal intermediate credit bank debentures. The last issue was 
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sold about the 20th of March. It was an issue of $216 million. Those 
are 9-month debentures, and the rate on them was 3.75 plus a 0.10 
percent commission. 

Now that rate varies widely. 

A year ago last October, at the peak of the money cost, that rate 
was, I believe, 47% percent. 

Senator Tatmapge. Do you ordinarily sell them for as short a term 
as 9 months? 

Mr. Toorety. Intermediate credit bank debentures are practically 
always 9 months because it is used almost entirely for short term lend- 
ing. The Federal land banks, on the other hand, sell a majority of 
their securities for a longer period of time. 

Senator Tatmapen. When did you last issue any of those ? 

Mr. Tooretu. I should like to refer that question to Mr. Gilmore 
who meets with the bond committee and can make that statement. 

Senator Hotianp. Mr. Gilmore. 

Mr. Gitmorr. Mr. Chairman, the last issue of Federal land bank 
bonds was sold April 1, just past, $86 million at a rate of 414 percent. 
They sold at 9914. They were sold a hair below par because of a 
slight break in the market between the pricing date and sale date 
which made an effective rate of 4.39. Those were for 9 years. 

Senator Tatmaper. Thank you. 

Mr. Tooretu. I was telling you about the high points in the sale of 
Federal intermediate credit bank debentures back a year ago last 
October. By May a year ago that market changed to a point where 
those same type of debentures sold for 1.38 percent and they have been 
going up pretty much since that, starting last fall. 


So the point is that our farm credit banks go into the market and 
compete with commerce and industry for loan funds and we are proud 
of the fact that we do compete quite favorably. We sell bonds in our 
system at more favorable terms than top er e corporate bonds, but a 

a 


bit more than bonds of similar length of term of the Federal 
Government. 

Senator Hotuianp. I think there is just one thing that we ought to 
clear up here that was an answer you gave a moment ago indicating 
there was still Federal money invested in the capital stock structure 
of the banks. I understand that to be true except as to the Federal 
land banks. 

Mr. Toorett. That is true, Senator Holland, the Federal land banks 
retired the last of the Government, capital in them in 1947, and since 
that time have been completely owned by the farmers of this country. 

Senator Tatmaper. Those were the ones that were tax exempt; were 
they not? 

Mr. Tooretu. Those bonds issued before 1942 were tax exempt, but 
since that time there was a wartime change in the tax law. 

Senator Taumapegr. None of them are tax exempt ! 

Mr. Tooretn. None tax exempt since. 

Senator TatmAper. I thought I recalled that some of these bonds 
were tax exempt, and for that reason Mr. Edwards’ reply startled me 
a little, but you clarified it somewhat. 

Senator Flostamn. Would the Senator yield a moment ? 

Senator Tatmaper. Delighted to yield. 
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Senator Hot.anp. It seems to me that the whole concept of private 
operation, private ownership, private administration would be chal- 
lenged and perhaps violated if the bonds were tax exempt. Do you 
agree with that 

Mr. Toorety. Yes, I do personally, and I believe most of the people 
in the cooperative farm credit system feel that way about it today. 

Senator Hotianp. Thank you. 

Mr. Tooretn. Mr. Chairman, I believe I will make no more general 
statements about the system then and will proceed on page 10 with a 
discussion of the provisions of S. 1512. 

Senator Hotianp. Off the record. 

( Discussion off the record.) 

Mr. Tooretn. Senator Holland, it would take me considerable time 
to complete this and you have an out-of-town witness. I would be 
glad to step aside for him because, as you indicated earlier, I can come 
back anytime. 

Senator Hotitanp. To whom do you refer ? 

Mr. Tooretn. Speaking of Mr. Fisher who comes from Roseburg, 
Oreg. 

Senator Hotianp. Is there objection to having Governor Tootell 
testify on the details of this proposed legislation at a later hearing, 
making sure that we can allow the other witness to get back to Oregon 
by hearing him today ? 

- Senator Tatmapce. No objection on my part, Mr. Chairman. I 
would like to ask the Governor, while he is here, one or two questions. 

Senator Hot.anp. Proceed. 

Senator Tatmapce. That leads directly to this business of the pro- 
posed raise of interest rates. As I understand Governor Tootell and 
Mr. Edwards’ testimony the increase would not necessarily be put 
into effect if granted. 

On page 3 of your statement, Governor, the first full paragraph, the 
last sentence, states: “At the present seven of the banks are making 
loans at 5 percent and five charge an interest rate of 514 percent.” 

Witnesses have testified that your last sale of debentures were pur- 
chased at 4.25, that the short-term loans for PCA purposes were sold 
at 3.75 approximately, with maybe some slight commission. 

_ In view of that fact, and in view of the fact that you are presently 
lending money at 5 or 514 percent, what is the necessity or desirability 
of raising rates for you borrowing money with a ceiling at 5 percent 
and your maximum loan rate at 6, both of the ceilings being higher 
than what you are presently using? What is the necessity for grant- 
ing the authority on that? 

r. ToorEtL. Senator Talmadge, I guess it is because we got scared 
a year ago last fall. 

Senator Tatmancr. I can understand the apprehension in the pres- 
ent money market but it seems to me that your apprehension may be 
premature. 

Mr. Toorety. Well, you see, we want to be prepared. 

Senator Tatmanpce. Yes. 


Mr. Tootetu. There is nothing about the action that we are asking 
the Congress to take in this which would have any effect whatsoever 
on the market cost of money. If the ceiling is removed on what we 
might pay for bonds, the 5 percent ceiling, it would mean that we 
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wouldn’t be haem from getting loan funds for farmers if the 
market cost of money gets above 5 percent. That is our problem, and 
we hit that ceiling in the fall of 1957. We came in in October 1957 
with an issue of co-op bank debentures and had to pay 5 percent. 

The co-op bank didn’t have a limit, but had we been confronted with 
the necessity of a sale of land bank bonds at that time to refinance a 
maturing issue and to get new loan funds, we would have really been 
up against it, and so I want to emphasize that a removal of these limits 
lhas no effect at all in itself, you see, on what a farmer would be 
charged for money. 

Senator Tatmaper. Yes, I understand. You are now charging 1 
to 114 percent less than the ceiling. But you are also borrowing 
money from three-fourths of 1 percent to 114 percent less than the ceil- 
ing and it seems to me that your apprehension is premature in view 
of that fact. 

Mr. Tootetu. Well, if Congress were in session every month of the 
year, then it would seem to me that we might just wait until this thing 
became more imminent and then the Congress would hurry up emer- 
gency requests to remove this so that we could get in and get loan 

unds, but as I said before in the fall of 1957 we were scared. You 
folks weren’t in session and we were right up against that ceiling. 

Now, Senator Talmadge, the Federal land bank has outstanding, 
I don’t know how many issues. 

How many total issues, Mr. Gilmore, a dozen ? 

Mr. Gitmore. Sixteen or seventeen. 

Mr. Tooreii. Sixteen or seventeen total issues, that vary as to term 
from 1 year to 15 years and the rates on those vary all the way from 
a low of 134 toa high of 454, you see. 

Then for the intermediate credit banks there is always outstanding 
at least nine issues because they issue 9-month term securities. For 
the bank for co-ops there has been in the past outstanding about three 
or four issues. They are shortening up on theirs, going in the market 
more frequently and will in the future usually have about six issues 
outstanding. So as far as the cost of money to each of these banking 
systems, that varies, but it is a matter of weighted average of these 
issues that are outstanding. 

And then, of course, the earned net worth, the capital, surplus and 
reserves of each of these banks are earning assets which have some 
bearing, too, on the interest rate, but always we are undertaking to 
strengthen this system by building up the net worth. 

Selator Tatmapcr. Governor, now that you have heard the objec- 
tions raised by this lawyer, I would appreciate it, if at some future 
appearance, you would address yourself somewhat to his objections of 
the bill if you don’t mind, sir. 

Mr. Tooreti. I would be very happy to do so. 

Senator Hoitianp. I think that 1s a good suggestion and I hope 
that in the event you need members of your staff, as for instance your 
solicitor, to be of assistance on some of those questions that you have 
them present with you also. 

Mr. Tooretu. I will be glad to do that, sir. 

Senator Hotzanp. All right, Mr. Fisher—Mr. Eugene H. Fisher, 
chairman of the National Advisory Committee of the National Farm 
Loan Associations. 


39688—59—_6 
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STATEMENT OF EUGENE H. FISHER, CHAIRMAN, NATIONAL 
ADVISORY COMMITTEE OF THE NATIONAL FARM LOAN ASSO- 
CIATIONS, EUGENE, OREG. 


Senator Hottanp. Have a seat, sir. 

Mr. Fisner. Mr. Chairman and Senator Talmadge, first let me 
express appreciation for the courtesy of the committee and Governor 
Tootell. It is true, I have a long way to go and expect to leave to- 
morrow and I do have with me seven members of our advisory com- 
mittee who have been meeting here and are here today. However, I 
will not take the time to introduce them. 

Senator Hotianp. I wish you would put their names and places 
of residence in the file at this time so that the record will clearly show 
the broad places of origin of your advisory committee and the broad 
base of commodities in which they are interested, because they come, 
as I know, from different areas producing different agricultural com- 
modities. 

Mr. Fisuer. I would be happy to do that and indicate that 7 are here 
at the hearing and 12 of us have been present in the past 2 days. 

(The information referred to is as follows :) 


National Farm Loan Association Advisory Committec 


District Member 
Springfield Merton C. Dean, Bergen, N.Y. 
Baltimore C. E. Myer,’ Studley, Va. 
Columbia J. H. Warren (vice chairman), Prospect Hill, N.C. 
Louisville Cyrus B. Dawson,’ Grafton, Ohio. 
New Orleans__.___. John Dickins,’ Leland, Miss. 
Be iia cerca Carl H. Echterncamp,* Quincey, Ill. 
St. Paul Joseph B. Zeug,? Walnut Grove, Minn. 

William H. Yungclas,* Webster City, Iowa. 

Wichita W. D. Lakey, Sayre, Okla. 
Houston W. M. Fordstran,’ Stockdale, Tex. 
Berkeley James BE. Storm (secretary-treasurer), Gridley, Calif. 
. Spokane Eugene H. Fisher (chairman) ,*’ Oakland, Oreg. 


1 At hearing. 


fat ft 


1. 
2. 
3. 
4, 
5. 
6. 
7. 
8. 
9. 
0. 
1. 
12 


Senator Hotianp. You are in effect testifying then as a representa- 
tive of this advisory board, is that correct ? 

Mr. Fisuer. Yes, sir. 

At the outset I will give you some references to my connections, 
what I do in the advisory committee, and then I will make brief re- 
marks relative to the bill. 

I am Eugene H. Fisher and I operate a diversified farm near Oak- 
land, Oreg. My residence is Oakland. I have been referred to as 
from Roseburg; however, that is my national farm loan association. 

I have a Federal land bank loan and for that reason I am a mem- 
ber of the Roseburg National Farm Land Association. For a number 
of years I have been interested in the cooperative credit service ren- 
dered by the land bank system and have taken part in the operations of 
the system from the viewpoint of an active, interested national farm 
loan association stockholder. At the present time, I am president of 
the Roseburg National Farm Loan Association, chairman of the con- 
ference of NFLA representatives in the Spokane Farm Credit Dis- 
trict, chairman of the Spokane Farm Credit District NFLA <Ad- 
visory Committee, and chairman of the national NFLA advisory 
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committee. I am _ before you today as a representative of the 
national NFLA advisory committee to inform you of the views 
of the committee on S. 1512 and S. 1513, bills affecting the Federal 
land bank system and the district banks of the Federal farm credit 
system. The national NFLA advisory committee consists of 12 
members, one selected to represent the NFLA’s in each of the 12 
farm credit districts on the national committee. The committee is, 
therefore, the representative of the 876 national farm loan associa- 
tions, which own all of the capital stock of the 12 Federal land banks 
and which, in turn, are owned by approximately 370,000 farmers and 
ranchers who have Federal land bank loans in the country. 

Senator Hotitanp. Might I inject just there. I think the record 
should show that in each case these borrowers are men whose capital 
assets in agriculture have been found to be sufficient to justify credit- 
wise the extension of long-term loans by the appropriate unit of farm 
credit; in other words, that they are substantial people and in the 
main successful people in the agricultural business. I don’t know 


of any group that is more substantial than the one which you represent. 
Now, go ahead. 


Mr. Fisuer. That is correct. 

The purpose of the advisory committee: One of the objectives of 
the district—and I am speaking here of the districts, first-—NFLA 
Advisory Committee is to enable the national farm loan associations 
in a farm credit district to systematically exchange views on the opera- 
tions and credit services of their respective associations, their district 
Federal land banks, and the land bank system generally, and to con- 
sider ways and means of improving the services and the operations of 
the land bank system as a farmer-owned, cooperative credit system, 
and to work in a like manner with the directors of the district farm 
credit boards and the officers of the land banks. 

Just a few words about our national advisory committee, which we 
have here. 

The purposes and objectives of the National NFLA Advisory Com- 
mittee are similar to those of the district committee, except that their 
operations are on a national basis, permitting an official representa- 
tive of the national farm loan associations in each district to exchange 
views and comments with like representatives of the other districts, 
and to transmit their views and comments to the Federal Farm Credit 
Board and the officials of the Farm Credit Administration. Our 
committee held its annual meeting in Washington, D.C., on April 
6 and 7, and incidentally, as I stated, all 12 men were here. 

We reviewed the bills and except for section 4(e) of S. 1512 unani- 
mously approved the bills for early enactment. 

Senator Hotianp. Off the record. 

(Discussion off the record. ) 

Mr. Fisuerr. We believe the enactment of these bills, with the excep- 
tion noted, would be a major step forward in the growth and develop- 
ment of the Federal farm credit system generally and the Federal land 
bank system specifically as a farmer-owned cooperative in furtherance 
of the declared policy of the Congress as set forth in the Farm Credit 
Act of 1953. 

Now, taking up some of the specific items, I will comment briefly on 
them in S. 1512. 
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First, the appraisal responsibilities and the second appraisals. 

Turning to the general provisions of S. 1512, it is our view that the 
land bank system cannot function as a wholly member-owned-and-op- 
erated cooperative credit institution until and unless the responsibility 
for making the appraisals upon which its loans are based has been 
given to it. In our opinion, the appraisal of properties for loan pur- 
poses is a necessary part of the lending operations. The bill requires 
tle Federal Government, through the Farm Credit Administration, to 
prescribe uniform national appraisal standards in accordance with 
the requirements of the law and to see that such standards are prop- 
erly followed by the banks in the appraisals which they make. We 
believe this will provide adequate safeguards to the system. We take 
pride in the record—I am speaking now of the designee portion of the 
present. bill—we take pride in the record that has been made by many 
of the banks in the use and development of a so-called designee ap- 
praisal program authorized by the Farm Credit Act of 1955. How- 
ever, we believe that the requirement of that law that every property 
accepted as loan security on an appraisal made by a land bank de- 
signee be reappraised within 1 year by a Federal appraiser imposes an 
unnecessary expense upon the system and results in a duplication of 
work and effort. without commensurate benefit to the system. We, 
therefore, believe that the provisions of S. 1512 to the effect that the 
law be amended to dispense with the requirement for second appraisals 
is desirable and necessary for the economical and efficient operation 
of the land bank system. 

Relating to the names of the NFLA’s and secretary-treasurers. 

Generally, our national farm loan associations would like to have 
their legal name changed to Federal land bank associations so that 
they will be more closely identified with their district Federal land 
hank, in whose name each loan is made to the association member. 
The national farm loan associations would also like to have the name 
of their executive officer changed from the title of secretary-treasurer 
to manager. 

Senator Horttanp. Upon that point, is this correct, that the asso- 
ciation really serves as an agency of the land bank? The mortgage 
is made from the borrower to the land bank. is that correct? 

Mr. FisHer. Yes. 

Senator Hoitianp. And, therefore, you think that the change of 
name would more clearly identify and more appropriately identify 
the associations as a field agency, a field activity leading to the secur- 
ing of loans through the district, regional or Federal land bank? 

Mr. Fisuer. That is correct. 

A very common thing to happen—we are generally considered as 
making Federal land bank loans. I have heard people say “I looked 
in the telephone book for a. Federal land bank association and I could 
not find it.” My own association is listed under Roseburg National 
Farm Loan Association. Some people do not connect the two. We 
think that this is simply a matter of improving public relations and 
it might save us some advertising. We want every farmer to know 
of the existence of the national farm loan association, as we call it 
now, who are in position and willing and able and anxious to serve 
ihe farmers and we think this change will expedite that. 

Senator Hotianp. Your service is necessarily through the function- 
ing of the land bank ? 
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Mr. Fisner. Right. 

Senator Hotuanp. And you want to be, therefore, identified so far 
as name is concerned with that land’ bank and with land bank service. 

Mr. Fisuer. Yes, sir. 

Senator Hotnanp. All right. 

Mr. Fisuer. Stock purchases: 

As you know, each farmer or rancher who obtains a land bank loan 
must join a national farm loan association and purchase stock in the 
association equal to 5 percent of the amount of his loan. The present 
law requires that he pay for this stock at the time his loan is closed 
and authorizes the bank to deduct the purchase price of the stock from 
the amount of his loan proceeds. This has the effect of securing the 

urchase price of the stock by the farm or ranch mortgaged to the 
bank and reducing the net amount of credit, exclusive of the stock 
purchase, which the member receives, to 6134 percent of the normal 
agricultural value of his farm. We feel that this requirement is not 
necessary or proper and that, while the purchase price of the stock 
should properly be included in the total amount of the loan, it should 
be considered as adequate security for its purchase price independent 
of the farm or ranch, and that the farmer and member should be ‘en- 
titled to a full. 65 percent loan on his: farm ‘or ranch, exclusive of the 
stock purchase. S. 1512 would make this change. 

Senator Hoiuanp. In other words,~you think that the stock now 
has such an established value that it can serve as security for the in- 
vestment through which the stock is acquired ? 

' Mr. Fisner. That is exactly right. 

Senator Hotzianp. And that the property having stood up under the 
rigid appraisement required, having been stated for its loan value 
at only 65 percent of that appraisal should allow the getting of a net 
lean in the amount of 65 percent for the purposes which the farmer 
or rancher is seeking to serve ? 

Mr. Fisuer. That is exactly correct. The stock is actually worth 
book value considerably more than the $5. We believe that it should 
be considered as security for itself. As a sidelight on this, just sup- 
posing that my neighbor wanted a $20,000 loan. It is difficult for me 
as an NFLA director or our secretary-treasurer—whom we would, if 
this law passes, call manager—explain to him why we are making a 
$20,000 loan and he gets $19,000. ; 

Senator Hottanp. In other words, this is another feature of good 
will and general acceptance which you think is justified by the credit 
banks ? 

Mr. Fisuer. Yes, sir. 

Senator Horianp. As a matter of fact, isn’t it true that the farm 
loan banks all have surpluses and that the stock in them and in their 
associations is worth more than par by the amount of surpluses. 

Mr. Fisuer. That is correct. I understand nationally that our 
stock is worth $8.50. 

Senator Hotianp. $8.50, instead of $5.00. 

Mr. Fisuer. That is right. 

Senator Hortianp. So that there isn’t any winking at the credit 
facts at all in changing this law as your propose so that the stock 
would be security for the purchase price. 
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Mr. Fisuer. Perhaps for the matter of record I should say approxi- 
mately $8.50. 

These technical figures should actually come from Mr. Gilmore. 

Senator Tatmapcr. Mr. Chairman, may I ask a question at that 
point. 

Senator Hoitianp. Senator Talmadge. 

Senator Taumaper. Is that stock freely negotiable, Mr. Fisher ? 

Mr. Fisuer. No, I think that was covered earlier to some extent by 
Mr. Edwards. If the loan changes hands, the stock may follow the 
loan. However, when the loan is paid off the stock must be retired. 

Senator Tautmapcr. What does the stockholder get for the stock? 
Does it pay interest ? 

Mr. Fisner. That varies among the different banks. I can actually 
only answer for my own district, which is the Spokane district. For 
the last several years the district bank has been paying to the national 
farm loan associations interest or dividends on the stock. This has 
varied year to year and then what the individual association does with 
this money is their business. 

To clarify that, in my own association we have received from the 
bank, say, 5 percent. We have passed 4 percent on to our individual 
borrowers and held 1 percent for our own association. 

oe TALMADGE. Thank you. That is what I wanted to know 
about. 

Senator Wia1AMs. Could I ask a question, Mr. Chairman ? 

Senator Hotianp. Senator Williams. 

Senator Witu1ams. As I understand it, your mortgages are limited 
to 65 percent of the value—— 

Mr. FisHer. Normal appraised value. 

Senator Wini14ms. And out of the 65 percent that you loan under 
the present law they are required to pay a certain percentage for stock. 

Mr. Fisuer. That is correct. 

Senator WuuiaMs. And use the stock and farm as collateral ? 

Mr. Fisuer. That is right. 

Senator Wi1iiaMs. I can appreciate your objective, but would not 
the same result, be by raising the 65 percent to, say, 70? 

Mr. Fisuer. No; I would feel that that would not clarify it. 

Senator Witu1ams. Well, not from a public relations standpoint, 
but from the mathematics wouldn’t you have the same? 

Mr. Fisuer. Well, not exactly, because when you say 5 percent of 
65, you come up with 68 and a fraction. 

Senator Wiiu1AMs. I wasn’t getting into the exact percentage, but 


you could raise it to some t gee above the 65 and get the same answer. 


Mr. Fisuer. You coul 
money is concerned. 

Senator Wiii1ams. That is what I am speaking of. Is this 65 per- 
cent limited by law or is it by regulation ? 

Mr. FisHer. The 65 percent is limited by law. 

Senator Wini1ams. And it does take legislation to correct it in either 
instance ? 

Mr. Fisuer. Right. 

Senator Wimu1ams. Yes. That is what I wanted. 

Senator Tautmapcr. Mr. Chairman, to pursue Senator Williams’ 
question, actually the only purpose the stock serves then is the addi- 
tional collateral for the loan ? 


get the same result so far as amount of 
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Mr. Fisuer. Yes. That is a cooperative feature. To that extent 
1 am guaranteeing my neighbors’ loans. 

Senator Wuu1aMs. I am not asking these in opposition to what 
you are proposing, but I wanted to get it clear that it could be ac- 
complished either of two ways. 

r. FisHer. You could get more money either of the two ways, 
but we couldn’t accomplish this matter of public relations. 

Senator Witu1aMs. I appreciate that point; yes. 

Senator Hotxanp. Isn’t it true that it also serves to give a long- 
term ownership and permanent investment in the corporation or the 
capital structure in the case of the land bank? Take a loan of 20 
years or 30 years with stock held at that time, that makes the borrower 
a member of the concern, a party of interest, one of the proprietors, 
and doesn’t that accomplish, from the standpoint of carrying out user 
ownership, user control, and user administration the objectives set 
by Congress? 

Mr. Fisuer. That is very important, because when I talk to my 
neighbors about farm credit, it is our organization. If you borrow 
money from us, you will be a part of our organization. 

Senator Witx1aMs. From a public relations standpoint, I am in- 
clined to agree with what you are recommending. I think I would 
go along with it, but I was just pointing out, and I think we should 
understand that what we are in effect doing is raising the 65 level. 
I ome think I would have any objections to that, but I think we 
should—— 

Senator Hotianp. Might I say that it seems to me that here is an- 
other feature that works right hand in hand with the objectives set 


up by the 1953 act and followed since that time by the acts of 1955 

and 1956, of accomplishing user ownership, user management, and user 

control. Now under the old setup, stock ownership didn’t create any 

right of control or administration of the organization, so that it seems 

to me that the stock now being worth well above par and representing 

an ee riate interest which continues throughout the ownership, 
8 


that t ing of this stock in the way that is suggested from the 
actual mortgage terms, the freeing of the investment which is required 
to acquire the stock, is completely in accord with the carrying out 
of the general objectives which I have named. 

Senator Wittiams. I wasn’t arguing with that point. I was just 
getting it clear that as I understand under the existing law you are 
liimted to 65 percent of the appraised valuation of the farm, includ- 
ing the valuation of the stock which will be bought in conjunction with 
the loan, and if we accept this proposal, which I am most. sympathetic 
to, we would in effect go Leese the 65 percent for the valuation of the 
farm and the stock. We would be taking the valuation of the stock 
into consideration as we raised that above the 65. 

Mr. FisHer. Yes; but you are only loaning actually on the farm. 
The 5 percent loaned for stock is secured by the stock itself which is 
worth the money and I am wondering if here isn’t another point which 
others in farm credit are more familiar with than I. 

But when we go into the money market—we now say we loan on 
farms 65 percent of normal agricultural value and certainly that 
should be more acceptable than if we went to them and said we loan 
70 percent. 
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Senator Witt1ams. Tam not disputingit. Isaid I was in agreement 
with you, but I still don’t think we can get away from the point that 
we are raising the 65 and I am not opposing it, but I think we should 
know what we are doing. 

If a farmer is worth $10,000, under the existing law, as I understand 
it, you can loan the man $6,500, but he would be required to buy how 
much stock out of it ? 

Mr. Fisuer. Five percent. 

Senator WituiaMs. Five percent. We would buy $325 worth of 
stock and he would only get $6,175. Now if we passed this bill—and 
that would mean that he would have a $6,500 loan on the farm and the 
stock combined, if we passed this bill, as you are suggesting—and I am 
in favor of it—he could get the $6,500 plus a loan on the stock. 

Mr. Fisuer. That is correct. 

Senator Wiu1Ams. Which to some percentage- degree means that 
you are increasing your $6,500 on the combined total. 

Mr. Frsuer. That is correct. 

Shall we go on to loan limits ? 

We are further suggesting that the maximum loan limit of $200,000 
in the present law be removed so that a land bank may make a loan of 
any size which it and the concerned national farm loan association be- 
lieve sound creditwise and within the 65-percent loan limit prescribed 
by the law. We generally do not believe that the size of any farmer’s 
or rancher’s operation and his related credit needs should exclude 
him from membership in our cooperative system. In fact, we believe 
that serving large operators on an equal basis supports our ability to 
serve the small operators. 

Senator Hottanp. Are there questions on this particular matter, 
the question of removing the present limitation in size of $200,000? 

Senator Talmadge ? 

Senator Tatmaner. I would like to ask what percentage of the loans 
in your area, if you are familiar with it, approach that figure? 

Perhaps Mr. Gilmore maybe could answer it. 

Mr. Fisuer. I heard that figure yesterday. We had it, and Mr. 
Gilmore has it. 

Senator Hotianp. Mr. Gilmore, could you answer that question ? 

Mr. Giumore. Yes, Mr. Chairman. 

Senator Tatmaper. First, what is your average loan and what 
percent of your loans are maximum, Mr. Gilmore? 

Mr. Gimore. Our average loan this year was ten-thousand-four- 
hundred-odd dollars; let’s say, $10,400. 

Senator Hotianp. May I ask a question there. Do you mean aver- 
age of new loans or average of all loans outstanding ? 

Mr. Grumore. No; average new loans, Mr. Chairman. 

The average of all loans outstanding is about $5,600. Those are all 
loans on the books. 

The percent of loans—your second question was—that have been 
made at the maximum amount? 

Senator Tatmapeer. Yes, that approach, the maximum. 

Mr. Grumore. There have been 64 $200,000 loans made since the act 
was amended in 1955, increasing the limit at that time from $100,000 
to $200,000. 

Senator Hotianp. You mean 64 made by all 12 banks? 
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Mr. Gitmore. <All 12 of the banks, yes, sir. 
Senator Witu1ams. What percentage would that be of your total? 
Mr. Gitmore. In that period we made, Senator, in the neighbor- 

hood of 150,000 loans, 64 of 150,000 would get down to a very small 

fraction of 1 percent. 

Senator WituiaMs. In dollars how did that figure ? 

Mr. Gitmore. In dollars I don’t have the figure; 64 times $200,000 
is $12,800,000. 

Senator Wixtx1aMs. Do you have the percentage of your dollar vol- 
ume of business that is in excess of, say, $100,000. Do you have that ? 

Mr. Gutmore. No, sir, I doen't. 

Senator Witu1AMs. Could you furnish that to us ? 

Mr. Gitmore. I think we can put that together, yes. 

Senator Hotzanp. I suggest that you furnish that for the record 
at this place in your testimony. 

Mr. Gaaven Yes, sir. 
(The information referred to is as follows :) 


LOANS BY FEDERAL LAND BANKS IN Excess or $100,000 


During the last 3 years, 503 of the 150,000 loans made by the Federal land 
banks exceeded $100,000. This is about one-third of 1 percent of the number 
of loans closed. Of the total amount loaned, or $1,330 million, the aggregate 
of the loans over $100,000 is estimated at $67 million, which is about 5 percent 
of the total. 

Senator Wituiams. Are you speaking for your district now or na- 
tional ? 

Mr. Gitmore. No, I am speaking nationally. 

Senator Hotzianp. Mr. Gilmore occupies the position of director 
of the land bank portion of the Farm Credit Administration, and as 
a Deputy Governor, having charge of that particular branch of the 
activity: Is that correct, Mr. Gilmore? 

Mr. Giumore. That is correct. 

Senator Hottanp. So your figures would be figures that would re- 
late to all 12 of the land banks ? 

Mr. Gitmore. Yes, sir. 

Senator Ho.tianp. And their total operation ? 

Mr. Gitmore. Yes, sir. 

Senator Wittiams. How do you handle loans which may be in de- 
fault? Surely you have come. 

Mr. Gitmore. Yes, sir, we have a four point collection policy which 
provides that if the borrower is doing his honest best, if he has the 
ability to pay out, if he is applying a reasonable portion of the pro- 
ceeds of the farm to the loan—at the moment I forget the fourth 
one—we will go along with him. 

Senator Tatmapcr. You don’t foreclose till the last extremity. 

Mr. Gitmore. That is correct. 

Senator Witut1ams. What I was getting to is when you reach the 
last extremity and there is still an outstanding balance you haven't 
collected, how do you work it out? Do you mark it off as a bad debt ? 
From the bookkeeping standpoint how do you handle it? 

Mr. Gitmore. Place it in foreclosure, or could accept a deed and 
any losses are charged to the surplus or earnings of the bank. 

Senator WiuiaMs. That is what I was getting at. When you 
reached the point upon which there is no recovery or it has been fore- 
89688—59——-7 
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closed and you sold the property you do mark it off and charge it 
against the property, is that correct ? 

Mr. Gitmore. Yes, sir. 

Senator Wiiu1aMs. It is not carried as a continuing account? 

Mr. Gitmore. No, sir. 

Senator WixuraMs. In some instances we found it was and I was 
wondering about this one. 

Senator Tarmapcr. Would you yield at that point, Senator? 

Senator HoLianp. Senator Talmadge. 

Senator Tatmance. Of the ones that are foreclosed, what percentage 
of those sold is sufficient to pay the entire loan and what percentage 
have sold for less? 

Mr. Gitmore. How long a period—back how far, sir? 

oe Tatmap6e. Say the last 10 years or any reasonable period 
of time. 

Mr. Gitmore. In the last 10 years we have had literally just a hand- 
ful of foreclosures systemwise. I would say picking a (gure about 
321. I haven’t got the figures at my fingertips and the vast majority 
of those in the last 10 years have been sold at our investment or above 
our investment. 

Senator Tautmaner. If they are sold above your investment was 
the difference in the proceeds paid to the borrower? 

Mr. Giutmore. No, sir. 

Senator TatmapceE. Do you keep it? 

Mr. Giumore. Yes, sir. 

Senator Witi1amMs. How much have you written off or lost in the 
— 10 years? Could you furnish that? You may not have it now 

ut could you furnish it for the committee ? 

Mr. Grtmore. I can, sir. It is just literally pennies, practically 
nothing in the last 10 years. 

Senator Hotianp. If that is to be furnished, I think it ought to be 
broken down among the 12 institutions because there might well be 
a situation under which some institutions have had no loss to be 
written off at all. 

Mr. Gitmore. That is correct. 

Senator Hotianp. Others have had some? 

Mr. Gitmore. That is correct. 

Senator Hotianp. If you will furnish that particular figure by 
institutions I think it would be better. 

Senator Wiiu1ams. Broken down into districts. I think that is a 
good suggestion. 

Mr. Gitmore. Yes, sir. 

(The information referred to is as follows:) 


Losses by Federal land banks during 1949 through 1958 on real estate acquired 
as a result of loans in default 
Bank Losees Bank 


Springfield 
Baltimore 


Berkeley 
Spokane 


Note.—Figures given represent only net losses for years in which there was a net loss 
and do not reflect net profits in other years. 
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Senator Hotxanp. All right, Mr. Fisher. 

Mr. Fisurr. One other point that I think I might say in support 
of lifting the loan limits is the fact that production credit associa- 
tions do not have a loan limit. 

Senator Hotuanp. Nor do banks for cooperatives. 

Mr. Fisuer, Nor do banks for cooperatives. 

Senator Hoxtianp. In other words, you think since these two agen- 
cies, which are part of the Farm Credit Administration, do not have 
foan limits and since they have not either of them accomplished any- 
thing like so much as your group in retiring completely Government 
investments, and operating on your own or on money which you 
borrow under your own credit, that you are at least as much entitled 
to have no limitation as the other two. Is that your point? 

Mr. Fisnrr. That isn’t exactly the point. The point would be that 
it has been successful. You go back and talk about why we have 
accomplished more. After all, we have been in business for more 
than 40 years and they have not had the long history that we have 
had. The point is, it could be said, that we are discriminated against. 

Senator Hortztanp. Well, you have operated with the people in 
agriculture generally who had capital assets by way of farms, groves, 
ranches, and | the like which justified the extension of credit on the 
very conservative terms which you followed and that is, of course, a 
selective group in agriculture. 

Mr. Fisuer. Speaking relative to the consolidation section 4(e), 
which we mentioned, we have woriq’! studied the provisions of sec- 
tion 4(e) of the bill authorizing the Farm Credit Administration to 


order consolidation or merger of national farm loan associations. We 
realize that in isolated cases there have been inequities that this legis- 
lation might correct. We believe, however, that this provision gen- 
erally creates an impression of inconsistency with the basic policies of 
our system. We at this time believe that section 4(e) should be 
stricken from S. 1512. 


OTHER PROVISIONS OF 8. 1512 


There are other provisions in the bill for amendments to the law 
which we believe are necessary or proper to serve the best interests 
of farm credit and American agriculture. I am sure that the officials 
of the Farm Credit Administration will be better able than I to ex- 
plain their purpose and objectives and the need therefor. 

Relative to S. 1513 status of personnel, it is our committee’s view 
that S, 1513 should be enacted if we are to pursue the policy of Con- 
gress as stated in the Farm Credit Act of 1953 to have a truly member- 
owned and managed farm credit system. At the present time our 
national farm loan association employees are under social security, 
with a coordinated supplemental retirement and insurance program 
established by the district national farm loan associations. Our land 
bank employees generally are under the civil service retirement sys- 
tem. This program does not lend itself too readily to the transfer of 
personnel from the association to the bank and vice versa, as the need 
for such transfers normally develops. 

Senator Hontanp. By that, in other words, you mean that in your 
associations your [oe cnapea are regarded as private persons, not as 
governmental employees and have the right to do and are building up 
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their social security retirement rights whereas if you want to transfer 
one of them—he has done well there—over to the regional bank, he 
then transfers to a group which is still regarded as under civil service 
and still regarded as under Government employment though really 
he isnot. That is your point, is it? 

Mr. Fisuer. That is the point. 

Actually, I would prefer not-to attempt to explain all this because 
there are others in the central office here that are more familiar with it. 

However, it is our understanding and our feeling that there is @ 
further trend to place employment completely within the district, on 
the district boards. 

I will continue with this statement, however. 

The situation in our opinion would be improved if all employees 
were under a single personnel program. Our endorsement of such a 
change in personnel programs has always been on the condition that 
the retirement program and rights of existing employees would be 

reserved and maintained for them so long as they remain with the 
and bank system. Most of the land bank employees are career em- 
loyees with lon ae of service, and we do not believe that it would 
fair or equitable to disturb their individual retirement program 
during their individual periods of service. The enactment of this bill 
would start us on the road toward a desirable goal and at the same 
— preserve the rights of our existing employees on a reasonable 
asis. 

Senator Horzanp. In other words, if I understand that, if you 
have an employee in a regional land bank who, under civil service, 
is approaching retirement as a civil service employee, you don’t want 
to disturb or defeat in any way the- progress he has made, but you 
want to set up the program which will become by degrees more and 
more in operation as to your personnel so that ultimately you will have 
all the personnel under one system. Is that it? 

Mr. Fisuer. That is exactly right. We feel that this is furthering 
the purpose as set forth in the act of 1953. 

Senator Wiu1aMs. I think I understand what you are trying to 
do. Would you take a hypothetical case and explain how it would 
work under existing law when you transferred Joe from the Federal 
land bank and how would the provisions of the bill change it? 

Mr. Fisuer. I would prefer to refer that actually to one of the 
bank personnel. I would prefer not to attempt to do that. I havea 
general knowledge of it. 

Senator Witxirams. I would like to have a case followed through 
both under existing law and how this bill would change it, just fol- 
low a hypothetical case. 

Mr. Fisuer. I am sure that Mr. Bagwell or some of the members 
of the office here—— 

Senator Tatmaper. Mr. Chairman, if the Senator would yield, I 
asked Governor Tootell, when he returns before the committee, to 
be prepared to address himself specifically to some of the points that 
I raised earlier in the hearing, I believe, when you were not here at 
the time. 

Senator WittiaMs. Fine. 

Senator Horianp. Yes, they were raised by Senator Talmadge, 
while Mr. Edwards was festifying and Mr. Edwards, as I recall it, 
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took the position that this was a technical matter in which the civil 
service employee setup on the one hand was being discussed and on 
the other hand a private employee situation and he would rather have 
those dealing with that technical subject to explain the details. 

And as I understand it, Governor Tootell has been put upon notice 
that that subject will be explored fully when he reappears before this 
committee. We are trying today to give priority to the witness who 
will have to leave Washington. 

Senator Taumapcr. There is a whole maze of points involved there, 
we veterans’ preference, the Hatch Act, and various other 
things. 

Susie Hotxuanp. That is correct. 

Well, now, Senator Talmadge, do you have questions for this wit- 
ness ? 

Senator Tatmaper. No questions. 

Senator Hotianp. Senator Williams? 

Senator Wit11aMs. No questions. 

Senator Hottanp. We appreciate your staying over and we under- 
stand now that your testimony has been pre as the expression of 
your 12-man advisory board, is that correct ? 

Mr. Fisuer. That is correct. 

Senator Hotianp. If there are any of the members of that ad- 
visory board present who do not agree with that understanding, well, 
now is the time for them to say so. 

(No response. ) 

Senator Hotianp. Nobody wishes to be heard, so we take it that 
you do speak with authority for your 12-man advisory board and we 
thank you very much. 

Mr. Fisner. Thank you. 

Senator Hotianp. All right. The committee will recess. 

Later hearings will be held and, Governor Tootell, we will advise 
you as to the date. 

Mr. Tooretz. All right, thank you. 

(Whereupon, at 12:05 p.m., the subcommittee recessed, subject to 
call of the Chair.) 
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MONDAY, APRIL 20, 1959 
U.S. SENATE, 


SUBCOMMITTEE ON AGRICULTURAL CREDIT, 
AND RuraAu ELECTRIFICATION OF THE 
CoMMITTEE ON AGRICULTURE AND ForEstTRY, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10:05 a.m., in room 
324, Old Senate Office Building, Hon. Spessard L. Holland presiding. 

Present: Senators Holland, Talmadge, and Young of Ohio. 

Senator Hotianp. The subcommittee will please come to order. 

This is a continuation of the hearing on S. 1512 and S. 1513. 

I will first ask that the approving report of the Comptroller Gen- 
eral on S. 1512 be placed in the record at this point. 

(The document referred to follows :) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, April 17, 1959. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
U.S. Senate. 


Dear Mr. CHAIRMAN: By letter of April 2, 1959, you requested us to report on 
S. 1512. 

The primary effect of the bill, if enacted, would be the transfer of responsi- 
bility for making appraisals for Federal land bank loans from the Farm Credit 
Administration to the Federal land banks. Under the provisions of this bill, 
the Farm Credit Administration, which would continue to establish appraisal 
standards and review appraisals made by the land bank appraisers, could re- 
assume the responsibility for making such appraisals whenever it found it advis- 
able to do so. It appears that such provisions would be consistent with the 
policy stated in the Farm Credit Act of 1953 (67 Stat. 390) to encourage borrower 
participation in the management and control of the system of agricultural 
credit made available through institutions operating under the supervision of 
the Farm Credit Administration. We are in accord with the proposed transfer 
of responsibility for making appraisals and, therefore, we have no objection to 
the bill. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


Senator Hortuanp. Our first witness this morning is Gov. R. B. 
Tootell, of the Farm Credit Administration. 


STATEMENT OF ROBERT B. TOOTELL, GOVERNOR, FARM CREDIT 
ADMINISTRATION—Resumed 


Mr. Toorern. Senator Holland, when I was previously before the 
committee, I ended my testimony near the top of page 10 and was 
just ready to start a discussion on the provisions of S. 1512. 
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If it meets with the approval of the committee, I would hope to just 
read the rest of my statement and, as a matter of fact, I believe that 
will answer most of the questions which the constituent of Senator 
Talmadge raised in a letter to Senator Talmadge and which he asked 
specifically that we came prepared to answer at this session. 

Senator Hottanp. You may proceed. 

Mr. Tooretu. The bill has as its principal purpose the transfer from 
the Farm Credit Administration to the Federal land banks of the 
responsibility for making appraisals of farm properties offered as 
security for Federal land bank loans. 

A step in this direction was taken upon enactment of the Farm 
Credit Act of 1955 which authorized the designee appraisal program 
of the land banks. 

Prior to enactment of the 1955 act, a Federal land bank could not 
make a loan until the farm offered as security was appraised by an 
appraiser appointed by the Farm Credit Administration (called the 
land bank appraiser). 

Under the designee program authorized by the 1955 act, a land bank 
may, with the approval of the Farm Credit Administration, make 
loans on the basis of an appraisal by a person designated by the land 
bank for that purpose. 

Generally, the person so designated is the secretary-treasurer of the 
local national farm loan association with whom the loan application 
is filed or some employee of the bank qualified to do that type of work. 

The law provides that loans so made may be used as collateral for 
Federal land bank bonds, but a written report on the security by a land 
bank appraiser employed by the Farm Credit Administration must 
be obtained within 1 year. Thereafter, the loan cannot be carried as 
bond collateral for more than 65 percent of the normal agricultural 
value of the security as established by such land bank appraiser. 

Furthermore, if the report of the land bank appraiser shows that 
the security does not meet the standards prescribed by the Farm Credit 
Administration for a land bank loan, the loan may no longer be carried 
as bond collateral in any amount. 

Under the terms of the bill, the Federal land banks would be author- 
ized to make loans on the basis of appraisals by persons appointed or 
designated by the banks for that purpose. 

The bill would repeal the present requirement that each land bank 
loan must be supported by an appraisal by a land bank appraiser em- 
ployed by the Farm Credit Administration, made either before or after 
the loan is closed. Thus, all responsibility for making appraisals 
would be transferred from the Farm Credit Administration to the 
Federal land banks. 

The Farm Credit Administration, however, would continue to estab- 
lish appraisal standards for land bank loans and ascertain that such 
standards are followed. A loan made on the basis of an appraisal 
by a person appointed or designated by a Federal land bank could be 
used as collateral for Federal land bank bonds and no second appraisal 
would be required. 

However, if a loan upon review is found not to conform to appraisal 
and loan standards prescribed by the Farm Credit Administration it 
would not be credited as bond collateral except in such amount as the 
Farm Credit Administration might approve. 
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Also, the bill provides a means for the Farm Credit Administration 
to withdraw the authority for a land bank to be responsible for the 
making of aero and appraisal standards studies should circum- 
stances arise that would make it advisable for the Farm Credit Admin- 
istration to reassume that responsibility. 

This could be applied, in part or all of the appraisals, for loans made 
by one or more of the land banks if deemed necessary. 

The bill would also transfer to the Federal land banks a staff of some 
230 appraisers now employed by the Farm Credit Administration. 
Some 36 other appraisers would be retained by the Farm Credit Ad- 
ministration to establish appraisal standards and make reviews and 
investigations concerning compliance with appraisal standards and 
the quality of first mortgages securing Federal land bank bonds. The 
apprereets so retained would be known as farm credit appraisers. 

Section 3 of S. 1512 would authorize the transfer of the appraisers 
to the land banks. It is the intent of the language of this section to 
give the Farm Credit Administration authority to select the appraisers 
who are to be transferred and those who are to be retained without 
regard to the provisions of any other laws relating to the transfer or 
separation of Federal employees. 

his discretion is considered necessary because of the change in 
nature of the duties of the relatively small staff of appraisers to be 
retained without regard to the provisions of any other laws relating 
to the transfer or separation of Federal employees. This discretion 
is considered necessary because of the change in nature of the duties 
of the relatively small staff of appraisers to be retained by the Farm 
Credit Administration. 

Much of the success of the new method of operation on appraisal 
matters will depend upon the ability of the farm credit appraisers 
to obtain the cooperation of the land bank appraisal staffs in follow- 
ing uniform appraisal standards in making appraisals for loans so 
that the Farm Credit Administration will not have to invoke measures 
to enforce compliance with its standards. 

For this purpose, the Farm Credit Administration will select for 
retention those of its present staff of appraisers who have demonstrated 
that they have the qualifications to perform the new type of duties 
as farm credit appraisers. 

It is the intent of section 3 of the bill, also, that each appraiser 
shall have credited to his leave account in the land bank to which trans- 
ferred all the annual and sick leave credits in his Farm Credit Ad- 
ministration leave accounts as of the date of transfer. Thereafter, 
the appraiser would be subject to the leave regulations of the bank to 
which transferred. 

Section 3 would require that each transferred appraiser be trans- 
ferred at his salary rate current at the time of the transfer. It is the 
intent also to apply to the appraiser thereafter the salary regulations 
applicable to other bank employees, including any adjustments that 
would be appropriate in any change of duties or responsibilities, or 
as a reward for efficiency and length of service. 

The appraisers transferred to the banks would not thereafter have 
competitive civil service status in their bank positions. 

The Federal land banks have been engaged in the farm loan busi- 
ness for more than 40 years. We believe that the banks have now 
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gained enough experience in sound lending practices to assume re- 
sponsibility for directing the making of appraisals for loans under 
standards established by the Farm Credit Administration as a part 
of their management function. ' 

Thus the bill would further carry out the policy of the Farm Credit 
Act of 1958 to encourage and facilitate increased borrower participa- 
tion in the management of the banks and local associations. 

Senator Hottanpb. Will you yield right there ? 

Mr. Toorety. Yes, sir. 

Senator Hotianp. I note that the report of the Comptroller Gen- 
eral approves this provision and a further comment says that, in 
effect, if this should go wrong that the Farm Credit Administration 
always has the authority, with reference to any particular bank, to 
reclaim the right to make its own appraisal. 

Mr. Toore... That is a specific provision of the proposed legislation, 
Senator Holland. 

Senator Hotzanp. I believe Senator Talmadge had some questions 
pene on this provision. Would you care to ask them at this time, 

senator ? 

Senator Tatmapce. I think if the Governor would finish his testi- 
mony, then there will be several phases of his testimony that I will go 
into, Mr. Chairman. 

Mr. Tooretn. Thank you. S. 1512 also contains a few additional 
amendments to existing law. The law now provides that no Federal 
land bank bonds shall bear a rate of interest in excess of 5 percent per 
annum. 

From the spring of 1955 to the fall of 1957, the Federal land banks 
had to pay increasingly higher interest rates on successive issues of 
their bonds. The highest rate paid was on an issue sold for delivery 
on October 1, 1957, at a net cost to the banks of 4.89 percent. Interest 
rates then declined rapidly for a number of months but. are now again 
showing a substantial increase. The most recent issue of Federal 
land bank bonds was sold on March 10, 1959, at a net cost of 4.39 per- 
cent for 9-year bonds. 

If the cost of funds in the money market should exceed the 5-percent 
legal limit for Federal land bank bonds, and this appears to be 
a distinct possibility, the land banks would not be able to sell their 
bonds to-refund. maturing issues or-to obtain the necessary funds to 
meet farmers’ demands for new loans. Consequently, we feel com- 
pelled to ask that the 5-percent interest rate limit applicable to Federal 
land bank bonds be removed. This change in the law will not result in 
farmers having to pay higher interest rates. It simply will enable the 
land banks to remain in a position to serve their real estate credit 
needs. 

Interest rates charged on Federal land bank loans necessarily must 
be sufficient to cover the cost of the loan funds to the banks and oper- 
ating expenses. The banks must increase the interest rates charged 
on new loans as the cost of the loan funds increases. 

Because of the sharp decline in interest rates on Federal land bank 
bonds in the latter part of 1957 and the first part of 1958, most of the 
land banks aot their interest rates on loans during the early 
months of 1958. 

Within recent months, however, two of the Federal land banks have 
had to incréase their interest’ rates,.and at the present time five of the 
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banks are making loans at 514 percent and the other seven at 5 per- 
cent. We therefore ask that the 6-percent. interest rate limit on land 
bank loans also be removed. The removal of this limitation would, 
of course, have no effect upon the interest rates charged on loans now 
outstanding. It would also not increase the rates on new loans, but 
would enable the banks to do so if the cost of money in the future 
should require an increase. 

The bill would also not disturb other provisions of law under which 
the loan interest rates generally are subject to the aproval of the Farm 
Credit Administration. 

Under present law, the amount of land bank loans to any one bor- 
rower is limited to $200,000 and loans exceeding $100,000 must have 
the approval of the Farm Credit Administration. 

The bill would amend the law to remove the $200,000 maximum loan 
limit, but would make no change in the requirement that any loan ex- 
ceeding $100,000 must be approved by the Farm Credit Administra- 
tion. 

With the increase in mechanization of agriculture, farms are be- 
coming larger and the total investment per farm is also increasing. 

Some farmers now need long-term loans in excess of $200,000 par- 
ticularly in timber-farming areas, and they would find the land bank 
loans with favorable interest rates and repayment terms helpful. 

The proposed amendment would enable the land banks to serve 
the constantly increasing number of enlarged farms. 

I should add that the experience of the land banks in making loans 
to operators of the larger farms generally has been favorable, since 
such farms usually are operated efficiently and the security is ade- 
quate. There is the further fact that the cost of servicing per $100 
is proportionately less on the larger loans, and expansion of the 
service of the banks to include more large operators should increase 
the earnings of the banks and thereby benefit all land bank borrowers. 

I am sure you realize that interest earned on many of the smaller 
loans is not sufficient to pay the cost of handling them. The larger 
_ help to carry many small loans in the $1,000 to $3,000 classi- 

cation. 

The Federal Farm Loan Act requires that Federal land bank loans 
shall be repaid under an amortization plan providing for a fixed 
number of annual or semiannual installments. 

Thus, under present law, a borrower must make an installment 
payment on his loan at least once each year. The bill would amend 
existing law to permit the land banks to make such loans on an un- 
amortized or partially amortized basis under rules and regulations 
issued by the Farm Credit Administration. 

Generally, amortized loans are considered to be in the best interest 
of both borrower and lender. However, some land bank borrowers, 
after paying down their loans to a point, would prefer to use their 
income for farm improvement or other expenses. 

Also, in some instances, older borrowers would prefer to have a 
certain amount of debt against their farms and to use the money for 
living expenses which would otherwise go to reduce the debt. 

There are other farmers, some of whom are engaged in timber 
production, whose income during certain periods is insufficient to 
make both interest and regular installment payments on their loans. 





56 FARM CREDIT ADMINISTRATION 


Then there are still others who, like many business concerns prefer 
to carry on their normal operations with a certain amount of mort- 
gage indebtedness against the farm. The land banks could better 
serve the needs of all these farmers if they were authorized to make 
unamortized or partially amortized loans. 

It is expected that the banks would use this authority only in 
special situations such as those described and they would not be 
»ermitted to do so in any case if there would likely be a deterioration 
in the security for the loan. 

Furthermore, the authority of the banks to make unamortized or 
partially amortized loans would be subject to close supervision b 
the Farm Credit Administration under authority given in the bill 
specifically to issue rules and regulations relating to such loans, 

A borrower from a Federal land bank is required to subscribe for 
shares of stock in the national farm loan association through which 
the loan is made in an amount equal to 5 percent of the face amount 
of the loan. 

The law provides that the loan may include an amount necessary 
to pay for the required stock but the additional sum for the pur- 
chase of the stock must not permit the loan to exceed the limit of 
65 percent of the normal value of the farm offered as security, a 
limit applicable generally to all land bank loans. 

Under the terms of the bill, the additional sum for the purchase 
of stock could be over and above the 65 percent limitation. 

Farmers generally understand that they may borrow up to 65 
percent of the normal value of their farms to meet their needs, 
but they often do not understand why the sum to purchase stock 
in the national farm loan association must be deducted from the 
amount of the loan, particularly since the stock is required to be held 
by the association as collateral security for the repayment of the 
loan. 

The amendment proposed in the bill would remove the basis for 
this misunderstanding on the part of farmers and eliminate a con- 
stant source of embarrassment to the banks and associations. 

The slight increase in the amount loaned to 68.25 percent of the 
normal value would not, in our opinion, affect the continued sound 
operation of the Federal land banks and national farm loan associa- 
tions or the adequacy of the collateral pledged for bonds issued by 
the land banks. 

Section 4(e) of the bill would authorize the Farm Credit Admin- 
istration to consolidate or merge two or more national farm loan 
associations without the approval of the associations involved. 

Since the bill was submited, we have received a number of objec- 
tions which indicate that the associations do not fully understand 
the reasons for inclusion of this provision in the bill. 

It now appears that this provision was not adequately explained 
to the associations and that further consideration of it is necessary. 
Therefore, the Federal Farm Credit Board, at its meeting this week, 
instructed me to request the committee to delete section 4(e) from 
S. 1512. I hope that the committee will grant this request. 

The bill would also change the name of the national farm loan 
associations to “Federal land bank associations,” and the title of the 
secretary-treasurers of these associations to managers. 
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Although the Federal Jand banks have been making loans through 
local, national farm loan associations for more than 40 years, there 
are many farmers who do not yet identify the associations as the source 
for loans of the Federal land bank system. We believe that the 
change in name of the associations will help correct this situation 
and result in improved public relations. The title “secretary-treas- 
urer” for the person in charge of the association is outdated. Such 
a person is, in fact, the managing officer of the association and we 
recommend that the title be changed accordingly. 

I should also mention an amendment in the bill relating to short- 
term credit. We propose the addition of a sentence to section 23 
of the Farm Credit Act of 1933, as amended, to make clear that the 
production credit associations may charge such rates of interest on 
their loans as are authorized by the Federal intermediate credit 
bank of the district. 

It is intended that the associations would not be limited by the 
maximum interest rates allowed under the laws of the State in which 
they operate. We have never understood that the banks and associa- 
tions of the farm credit system are bound by the maximum interest 
rates allowed under State laws, but in view of the present language of 
section 23 of the Farm Credit Act of 1933, it seems advisable to make 
this clear in the case of the production credit associations. 

Senator Hotianp. A question at that point. That paragraph is the 
first one in your statement thus far, that I have heard at least, which 
relates to other units than the land bank. 

Mr. Tooretu. The Federal land banks. 

Senator Hotuanp. And the associations which are members or a 
part of that system. 

Mr. Toorett. That is correct, Senator Holland. 

Senator Hottanp. This relates to the Federal intermediate credit 
banks and the production credit system. 

Mr. Tooretn. The associations, yes, sir. 

S. 1518, the second bill before the committee, concerns primaril 
matters relating to personnel of the district banks and the central bank 
for cooperatives. 

The Farm Credit Act of 1953 you will recall, declared it to be the 
policy of Congress to give borrowers greater participation in the 
management of the banks. This bill would further that policy by 
giving the board of directors of each bank authority to employ per- 
sonnel and to determine their compensation and other conditions of 
employment independent of most of the laws relating to Federal 
employees generally. 

There would, however, be no change in the present law which makes 
the compensation of all bank employees, and the employment of most of 
them, subject to the approval of the Farm Credit Administration. 
Although the law does not specifically make the employment of Federal 
land bank employees subject to Farm Credit Administration approval, 
bylaws of the banks must be approved by the Governor of the Farm 

redit Administration and a standard bylaw provision makes all such 
a subject to the approval of the Farm Credit. Administra- 
10n. 

Thus, under the terms of the bill, the bank would have greater inde- 
pendence in personnel management but there would continue to, be 
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Federal supervision over all the banks and their personnel by reason 
of the general supervisory authority of the Farm Credit Administra- 
tion over the banks and the specific authority vested in the Farm 
Credit Administration to approve employment and compensation of 
bank employees. 

In addition to giving the banks greater authority in the field of 
yersonnel management, the bill would also clarify the status of these 
anks and their employees in relation to certain laws which apply 

generally to the United States and its employees. 

In a recent opinion dealing with the application of the specific leave 
statute to district bank employees, the Comptroller General of the 
United States observed that the status of the officers and employees 
of the banks, in relation to laws generally applicable to Federal em- 
ployees, has long been a vexing question. He, therefore, suggested 
that the status of the bank employees, in relation to all such statutes, 
be resolved by legislation. 

There are, of course, a number of Federal laws relating to the 
United States and its employees which clearly do not now apply to 
the farm credit banks and their employees. This is because they 
are specifically exempt or because the particular law applies only to 
Government-owned or controlled corporations. For example, bank 
employees are exempt from the Classification Act of 1949; the Travel 
Expense Act of 1949; the Annual and Sick Leave Act of 1951, and 
the Federal Employees’ Group Life Insurance Act of 1954. 

Bank employees are not in what is usually known as the competitive 
or classified civil service. ‘They are in schedule A of the excepted or 
unclassified civil service by action of the Civil Service Commission; 
pursuant to authority given the Commission to grant exceptions from 
the competitive civil service, 

This exception extends until July 31, 1961, for the express purpose 
of providing an opportunity for consideration of clarifying legislation. 

We understand that if this bill or similar legislation is not enacted 
before the present exception from the competitive civil service expires, 
the Civil Service Commission will make a determination as to whether 
or not district bank employees are Federal employees. We believe 
that a matter of this importance should not be resolved by admin- 
istrative determination, but by legislation. 

Senator Hotianp. Does the Civil Service Commission make any 
recommendation with reference to this legislation ? 

Mr. Tooreti. The Civil Service Commission cleared this legislation 
to the Bureau of the Budget. 

Senator Hotianp. Was that clearance an approval ? 

Mr. Tooreiy. Yes. 

Senator Hotxanp. We will request the Civil Service Commission 
to report directly to us on the bill. 

I will ask the clerk to please secure that report and place it in the 
record. 

(The report is as follows:) 

U.S. Crvim. Service CoMMISSION, 


Washington, D.C., April 23, 1959. 
Senator ALLEN J. ELLENDER, 


Chairman, Senate Agriculture and Forestry Committee, 
U.S. Senate, Washington 25, D.C. 

Dear SENATOR ELLENDER: At the request of a member of your committee’s staff, 
we are submitting herewith the views of the Civil Service Commission on 8. 1513, 
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a bill “To clarify the status of the Federal land banks, the Federal intermediate 
eredit banks, and the banks for cooperatives and their officers and employees with 
respect to certain laws applicable generally to the United States and its officers 
and employees, and for other purposes.” 

The principal purpose of the draft bill is to provide that officers and employees 
of the lending institutions under the supervision of the Farm Credit Admin- 
istration shall no longer be considered as Federal employees for all personnel 
purposes other than retirement. With respect to retirement, the bill provides: 
(1) Those officers or employees subject to the Civil Service Retirement Act on 
December 31, 1959, would retain such coverage as long as they remained in 
bank employment without break in service; (2) persons having civil service 
retirement coverage in other employment on December 31, 1959, and subsequently 
appointed to bank positions without a break in service would remain under the 
Retirement Act; (3) persons who were once subject to the Retirement Act as 
bank employees could, after a break in service and upon later appointment to 
bank positions, elect to secure retirement coverage; and (4) officers and 
employees not having retirement coverage on December 31, 1959, and those 
appointed after that date; would not acquire such coverage. 

The Commission endorses the basic purposes of the bill, but objects to the 
provisions which would permit employees of these organizations to continue 
under the Civil Service Retirement Act. 

Because we concur with the position that employees of these institutions are 
to be considered as non-Government employees, we cannot agree with the proposal 
that some of them continue to be covered by the Civil Service Retirement Act. 
The Civil Service Retirement Act establishes a staff retirement system as part 
of the personnel program of the United States. The system is designed solely 
for the retirement. of Federal and District of Columbia employees. It is in- 
tended to provide benefits as an award for faithful service to the Government. 
All of its obligations and all of its benefits stem directly from the employer- 
employee relationship which exists between the United States and the employees. 
Annuity benefits are given only for periods of service in this employer-employee 
relationship. 

To depart from this concept would necessitate the substitution of some other 
criterion as to when the United States should be obligated to provide retirement 
coverage and benefis for periods of non-Federal employment. We do not believe 
any line could be drawn which would in fairness distinguish between different 
groups of non-Federal employees. 

We do not believe that our position in this matter would be unfair to the 
employees of these institutions. The Retirement Act vests in an employee 
with at least 5 years’ civilian employment a right to an annuity beginning at 
age 62, thus fulfilling any reasonable obligation the Government might have to 
provide retirement benefits to an individual who spends only a part of his work- 
ing career in the Federal service. Employees with 30 years of service who 
attain the age of 55 could receive immediate annuities under the act. Further- 
more, since separation from the Federal service (resulting from passage of 
8S. 1518) would be involuntary, employees who had served 25 years or who had 
reached age 50 and completed 20 years of service would be eligible for immediate 
annuity. These annuities would be payable regardless of whether the individ- 
uals later become entitled to social security benefits and benefits under the bank’s 
retirement system. 

If the banks desire to guarantee that a possible loss does not occur, their 
retirement plans could incorporate a provision whereby the benefit, when com- 
bined with social security and civil service retirement benefits, could not be 
less than what would have been payable to the employee had he remained under 
the Civil Service Retirement Act. 

The Bureau of the Budget advises that although it has no objection to the 
submission of this report to your committee, the Bureau cleared for transmittal 
to Congress the Farm Credit Administration’s draft bill which has been intro- 
duced as S. 1513 and which provides for Retirement Act coverage for these 
employees after their Federal status is terminated. 

By direction of the Commission: 

Sincerely yours, 


Roger W. Jones, Chairman. 
Mr. Tooretut. Mr. Bagwell has reminded me that the Civil Service 
Commission had only one objection to this proposal. ‘They objected 
to the provision in here which would keep the present employees of 
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the 37 district banks who now are under civil service retirement, 
under retirement until they retire or otherwise leave the employ of 
the banks. 

Senator Hotianp. I think that will be a matter of policy which the 
committee might well have before it. 

Do you have any suggestion on that, Senator Talmadge? 

Senator Tatmapee. I would like for you, Governor, to repeat what 
the Civil Service Commission objection was. 

Mr. Toore... Well, since 1942 following the passage of the Ram- 
speck Act the employees of these district farm credit banks and the 
central bank for cooperatives have been judged to be Federal employ- 
ees insofar as the Civil Service Retirement Act was concerned, and to 
be eligible for it. Practically all of the employees of the district 
banks have been under the Civil Service Retirement Act. 

Now this legislation would provide that those people who are pres- 
ently in the employ of the district banks and the central bank would 
continue under civil service retirement; that any new employees of 
the district banks, after the effective date of this legislation, would 
not be under the civil service retirement plan, but would be under a 
district retirement plan. 

Senator Hotianp. And the Civil Service Commission objects to the 
continuance of the present employees under the Civil Service Commis- 
sion’s retirement program ? 

Mr. Toorety. That is right. That was the only phase of this that 
they objected to. Many of these people have been employed by the 
district banks for many years, and the great majority of them have 
long periods of oreditabls service in the civil service retirement plan, 
wid our feeling is that it would not be equitable to deprive them of 
that. 

Senator Hotianp. I think the committee would like to see the posi- 
tion of the Civil Service Commission on that and which I understand 
is contained in their letter to the Bureau of the Budget. It is cer- 
tainly a question of policy which the Congress must determine. 

Frankly, the Chairman is inclinéd to agree with the Farm Credit 
Administration’s recommendations that these present employees have 
a kind of vested interest in that civil service retirement program and 
should be protected in the continuance of that. However, we will 
see what the position of the Civil Service Commission is and again I 
will say that we will request the Civil Service Commisson to report 
directly to us. 

Go right ahead, sir. 

Mr. Toorety. If the district bank employees should be held to be 
non-Federal by the Civil Service Commission, they would no longer 
be covered by the Civil Service Retirement Act and this would be 
inequitable to existing employees, most of whom have been under the 
Civil Service retirement and have made contributions to the retire- 
ment fund since 1942. 

On the other hand, if the Civil Service Commission should hold 
that these employees are Federal and consequently place them in the 
competitive civil service, it would significantly reduce rather than in- 
crease borrower participation in the management of the banks and 
be contrary to the objectives and policy of the Congress as stated in 
the Farm Credit Act of 1953. 
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We believe that holding steadfast to this policy provides the best 
assurance that borrowers in this cooperative credit system will con- 
tinue their successful efforts toward retirement of all Government 
capital and full ownership of the system. 

The management of these employees would, of course, continue to 
be federally supervised by the Farm Credit Administration as required 
under present law and the provisions of this bill. 

It should be remembered that the banks are not lending Government 
funds, as their loan funds are obtained almost entirely from the sale 
of their bonds and debentures to the investing public. These securi- 
ties are not guaranteed either as to principal or interest by the Gov- 
ernment. 

Similarly, salaries and other expenses of the banks are paid from 
earnings of the banks and not from appropriated funds. The prin- 
cipal provisions of S. 1513 may be summarized as follows: 

1. The board of directors of each bank would be given specific au- 
thority to employ personnel and to determine their compensation, 
retirement, and other conditions of employment without regard to the 
laws generally applicable to employees of the Federal Government, 
except as noted below. All of these actions, however, would be sub- 
ject to the approval of the Farm Credit Administration which exer- 
cises broad supervisory powers over all components of the farm credit 
system. 

2. With certain exceptions noted below, the following laws would 
not apply to the banks and their employees after the effective date 
of the bill: 

(a) Civil service laws: This would include the basic statute en- 
acted in 1871 which authorizes the President to issue regulations for 
the admission of persons into the civil service of the United States, 
and the various civil service laws which have been enacted since then, 
including the act of January 16, 1883, the Lloyd-La Follette Act 
(which prohibits removal or suspension of employees from the com- 
petitive service, except for cause), the Ramspeck Act (which author- 
izes the President to blanket employees into the competitive civil 
service by Executive order), and the so-called Whitten amendment 
(which established certain personnel ceilings). As indicated earlier, 
bank employees are excluded from some of these laws but only be- 
cause of the action of the Civil Service Commission in putting them 
in the “excepted” service. 

(6) Federal Employees’ Compensation Act: This is a law which 
provides compensation for civilian employees of the Government who 
are injured in the performance of their duties. It also provides com- 
pensation to survivors of such employees who are killed in the per- 
formance of their duties. If this bill is enacted, each bank would 
provide employees with this type of protection by means of insurance 
with private companies. 

Senator Horianp. A question right there. Do you mean it is re- 
quired to doso? 

Mr. Toorrru. That would be a requirement of the Farm Credit 
Administration, sir. 

The banks carried this t of insurance before their employees 
were considered to be covered by the Federal program and the Farm 
Credit Administration would require the banks which dropped such 
private insurance to obtain new policies. 
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(c) Hatch Act and the Veterans’ Preference Act: Although these 
laws would no longer apply to bank employees, the bill expressly re- 
quires the district farm credit boards, under rules and regulations 
prescribed by the Farm Credit Administration, to provide for vet- 
erans’ preference and limitations against political activity for bank 
employees substantially similar to the preference and limitations 
which now apply to those employees. 

Thus, under the terms of the bill, the bank employees would still 
have veterans’ preference and be required to refrain from political 
activity, but the Farm Credit Administration rather than the Civil 
Service Commission would be the administering agency. 

(d) Civil Service Retirement Act, except as to employees covered 
by such act on December 31, 1959: Except for a few employees, such 
as those with temporary appointments, all employees of the banks 
are now under the Federal civil service retirement program. 

The bill provides that these employees shall stay under the Federal 
program but that new employees, that is those employed after the 
effective date of the bill, shall be covered under a retirement plan to 
be developed by the banks in each district and also under social 
security. 

Senator Hotianp. By continuing them in the civil service retire- 
ment program, you mean that they will be required to continue their 
payments under that program ? 

Mr. Toore.y. Yes, they will, and the employer would be required to 
continue his payments under the program. 

We believe that present employees who are covered under civil 
service retirement should continue under that system, since most of 
them have been so covered for many years, and it would be inequitable 
to make a change at this time. 

We estimate that within 10 years, most of the approximately 1,600 
bank employees now covered by civil service retirement will have 
retired, or otherwise terminated their employment with the banks, 
and that within 20 to 25 years, practically all employees in each dis- 
trict would be under the district retirement plan and social security. 

Each district retirement plan would have to be approved by the 
Farm Credit Administration and the districts are expected to be 
ready with such plans before the effective date of this bill. 

Senator Hotianp. A question there. In the case of an employee 
who had been employed only a short period of time and who might 
prefer to get under the retirement plan of the bank involved, is there 
any right given to make an election to leave the civil service retire- 
ment program and come under the retirement program of the bank? 

Mr. Toorern. That isn’t provided in this proposed legislation, 
Senator Holland. 

Senator Hotianp. Well, I would like for your appropriate staff to 
make a study of that and before we close the hearings give us your 
recommendation on that. I have no convictions on it at all, but it 
just occurs to me that a person who has just begun a short while ago 
might find something preferable in the bank retirement program 
and might prefer.to come under it and at least should have-the election. 

If you will look into that and make a recommendation it will be 
appreciated. 

Mr. Toore.i. We will be happy to do that, sir. 
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(The report is as follows :) 
FARM CREDIT ADMINISTRATION, 
Washington, D.C., April 22, 1959. 
Hon. Spessarp L. HOLLAND, 
Chairman, Subcommittee on Agricultural Credit and Rural Electrification of 
the Oommittee on Agriculture and Forestry, U.S. Senate. 


Deak SENATOR Hotianp: At the hearing on April 20 of your subcommittee on 
S. 1512 and S. 1513 you asked us to consider and make a recommendation regard- 
ing a possible change in S. 1513 which would give bank employees who, on the 
effective date of the legislation, have been under civil service retirement only a 
short time the election to transfer to the district retirement plan and social 
security. 

We have given this matter study and concluded that in the interest of simplicity 
of administration of both the civil service retirement and the district retirement 
plans, it would be preferable once a district bank employee comes under civil 
service retirement to continue him under that plan as long as he works for the 
bank. The fixed cutoff date for all will also facilitate administration of the Civil 
Service Retirement Act in the Civil Service Commission and other agencies in 
determining creditability of farm credit bank service. Such a cutoff date will 
enable any agency which employs someone with previous farm credit bank service 
to reach a determination as to creditability of such service on the basis of the 
dates of service, without making special inquiry into the details in each individual 
case. For example, under the bill as presently drawn, the general rule would be 
that any service in the farm credit bank that began before January 1, 1960, would 
be creditable under the Civil Service Retirement Act. We, therefore, recommend 
that no change in this respect be made in the bill. 

Very truly yours, 
R. B. Toorert, Governor. 


Mr. Tooret,. (e) Federal Tort Claims Act: This act provides the 
procedure for prosecution of claims against the Government arising 
out of negligence on the part of Government employees. 

There is a question whether this act now applies to employees of 
the district banks, but we think it should be made clear that it does not. 

If the bill is enacted, the banks will be required to carry adequate 
insurance to protect themselves against claims of this type. 

The district banks already carry automobile liability insurance and 
it would be the responsibility of the Farm Credit Administration to see 
that each bank obtains adequate insurance to cover hazards of this 
kind. 

(f) Federal Employees Pay Act of 1945, as it relates to hours of 
duty, the workweek, and premium pay for overtime and night holiday 
work: The banks would become subject to the Fair Labor Standards 
Act upon entactment of the bill and any such work in the districts 
would be subject to the minimum and overtime pay provisions of 
that act. ; 

(7) Federal leave laws: The district bank employees are now exempt 
from these laws, except that the Comptroller General has held that 
they are subject to the provisions relating to transfers of leave and 
leave payments upon separation from the Federal service. This bill 
would expressly exempt them from all provisions of these laws. 

3. The bill would amend the Social Security Act and the Federal 
Contributions Act to provide that persons employed by the district 
banks after the effective date of the bill, would be covered by social 
security. 

As indicated earlier, such employees would also be covered under a 
retirement plan which each district would be required to establish for 
those employees not covered by civil service retirement. 
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4. S. 1513 also provides that future acts of Congress dealing with 
Government agencies and Government employees would not apply 
to the district banks or their employees unless such acts specifically 
so provide. 

he purpose of this provision is, of course, to avoid as to future 
legislation the difficulty we now have in trying to determine whether 
certain laws apply to district banks employees. 

5. The bill would not exempt employees of the district banks from 
any of the Federal criminal laws or Federal laws and regulations 
relating to loyalty or security which now apply to them. The lan- 
genet oF the bill states that no such change is intended or to be 
implied. 

The provisions of the bill relating to the district banks and their 
employees apply also to the central bank for cooperatives and its 
employees. 

The district farm credit banks were incorporated to avoid many 
of the operating difficulties inherent in a straight line Government 
lending operation. 

Like other corporations, each of these banks is under the manage- 
ment of a board of directors with day-to-day operations carried on by 
officers and employees appointed by the board. Hiring of personnel 
and the determination of conditions of employment are appropriate 
functions of management. 

We believe, therefore, that consistent with the policy of the Con- 
gress, as set out in the Farm Credit Act of 1953 and the nature of the 
organizations involved, district bank personnel should be exempt, to 
the extent proposed, from the civil service and other laws applicable 
generally to the Federal Government and its employees. 

It is our belief that such an exemption will facilitate the operation 
of the banks in the interest of better credit service to farmers. 

It will also result in substantial savings to these banks and thereby 
accelerate the retirement of Government capital. 

At the same time, the district bank employees would have essentially 
the same benefits under the terms of the bill as they now have under 
the laws which apply to them. The bill was discussed in each farm 
credit district and the farm credit board in each district has approved 
the bill. 

The Farm Credit Administration urges enactment of both S, 1512 
and S. 1518, with section 4(e) deleted from S. 1512. 

The Budget Bureau letter which authorized us to submit S. 1513 
requested that a copy of the letter accompany the submission to the 
Congress. 

Briefly, the letter stated that while the Bureau had no objection to 
the submission of the proposal, it should be made clear for the record 
that the Bureau does not support certain arguments made by the 
Farm Credit Administration in justification for the legislation. We 
assume a copy of the Budget Bureau letter will be made a part of the 
record of this hearing. 

The Budget Bureau had no objection to the submission of §, 1512. 

Senator Hottanp. Senator Talmadge? 

Senator Tatmapcr, Governor, I have two or three questions along 
the same line that I asked last time. At that time, you waived your 
right to testify in order that a representative of the credit association 
from Oregon could testify. 
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I notice that S. 1512 deals largely with interest rates and loans. 
In your testimony this morning you stated that the present ceiling on 
money that the Farm Credit Administration borrows is fixed at 5 
percent. The highest rates you have ever had to pay I believe was 4.89 
on October 1, 1957, and that the lowest rates you had to pay to obtain 
money was 1.39 on March 10, 1958. 

In view of the fact that you have at the present time from your 
latest borrowing, a latitude of more than one-half of 1 percent, why 
is it necessary at this time to raise the ceiling ? 

Mr. Tooreti. Well, Senator Talmadge, while it is true that this 
4.89 is the highest that the Federal land banks have had to pay in 
recent years, there was a time in the earlier history of the land banks 
when they had to pay a higher rate than that. 

We had this experience in October of 1957 of coming so close to the 
interest ceiling and having a rather large maturity of land bank bonds 
to meet, that we feel it is wise to have this limitation removed so that 
we will not get into that position again. Interest rates can go up, and 
the cost of money in the market can go up rapidly. It might go up 
at a time when Congress was not in session. 

Of course, our position is that removal of this ceiling it itself has 
no effect upon the market cost of money. The land banks have to pay 
what the market is at any given time. They are the farmers’ own 
land banks and are operating with the purpose of trying to keep 
interest rates as low as possible, and certainly there is no one in the 
system who would be interested in doing anything that would cause 
interest rates to be any higher than absolutely necessary. 

We feel that it is necessary that we be in the clear so that should the 
cost of money exceed 5 percent, the land banks can be able to meet a 
maturing obligation, which accounts for the major part of every bond 
issue, and also to obtain, if necessary, some new loan funds to meet the 
demands for additional loans. 

Senator Tatmapcr. In view of the fact that it has declined approxi- 
mately one-half of 1 percent since the time you were most frightened, 
October 1, 1957, and in view of the fact that Congress is also in session 
about 8 months out of every year, don’t you think that apprehension 
at this time is perhaps premature ? 

Mr. Tooreit.. Well, Senator Talmadge, Congress was not in session 
in October of 1957 when we came so near this thing and that is when 
we got the real shock on it. 

Senator Tarmapcr. Now I have a question about the ceiling on 
loans. You have 12 banks operating, according to your testimony, 
and 5 of those banks are now lending money at 514 percent, which is 
one-half percent lower than the ceiling. 

Seven of those banks, a majority thereof, are lending money at 5 
percent which is 1 full point below the ceiling. 

Mr. Tooreti. That is right. 

Senator Tatmapeer. In view of this fact, why is it necessary to raise 
the ceiling on loans? 

Mr. Tooreiy. Well, I don’t feel that there is nearly the same justi- 

fication for it, Senator Talmadge. 
_ Should interest costs go up rapidly and necessitate further increases 
in the interest rates which the land banks would charge on the loans, 
there wouldn’t be that same compulsion to have the ceiling removed 
that there is in connection with the bond rate. 
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None of the other banks of the farm credit system have comparable 
interest rates. The interest rate in itself has no bearing on what the 
mortgage interest rate would otherwise be. We just felt that it would 
be preferable to remove that limitation. We certainly hope that 
there would be no oe casion to break through that ceiling. 

Senator Tatmapcr. As you know, the farmers are presently having 
a difficult time with costs going up and they are having difficulty in 
making any income at all. When you start to talk about raising ceil- 
ings, the farmers get the impression that you would not raise them 
unless you intend ‘to comply with the permissive authority granted. 
I fear that there would be considerable apprehension on the | part of 
the farmers that there would be no justification for the increase. 

Mr. Toorenn. Well, I concede that it is a possibility, Senator Tal- 
madge. Those farmers who are already in the system or that have 
had experience with the Federal land banks, and that is a very sub- 
stantial percentage of them 

Senator Tavmapee. I am aware of that, and I think the program 
in question is fine. I rarely hear any criticism of the Federal land 
bank. It is one of the agencies of the Federal Government that has 
the least criticism. 

I did not get your testimony very clear. There was something in 
your statement this morning relating to PCA interest rates. Would 
you explain that please ¢ 

Mr. Toorein. That is the production credit association; federally 
chartered associations through which farmers locally obtain operat- 
ing loans. Because they are feder ally chartered it has been commonly 
accepted that they are not under the same interest rate restrictions 
as State-chartered private institutions would be. However, in order 
to make clear that. such State limitations do not apply to them, the 
Federal Board:was#equested by one of the district farm credit boards 
to ask for this amendment. 

Senator TaLMapeE. What does the amendment do? 

Mr. Tooreiu. The amendment would not make the usury laws of 
the States involved effective and controlling. 

Senator Tatmanper. I still don’t understand what it does. Will 
you clarify that for me? 

Mr. Toorreiy. Yes; I will. The State of New York is the one that 
is specifically involved.here. The State of New York has an interest 
limit of 6 percent. 

Senator Tarmapaer. In other words, that is the maximum interest 
rate that can be charged in the State of New York? 

Mr. Toorrnn. Yes. 

Senator Tatmapce. For long-term loans, I assume. 

Mr. Tooretn. On any. 

Senator Tatmaper. On a small loan also? 

Mr. Tooretn. Yes; so far as I understand it. 

Under the laws of the State of New York, loans made by any other 
lenders strictly under'the State of New Y ork would not be permitted 
to charge more than 6 percent, I mean those made by others than 
the farm credit institutions; but because ours are federally chartered 
it has been considered down through the years that they were not 
bound by that State law. 

Senator Tarmaper. The State law would not apply ? 
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Mr. Toore.u. No. 

Senator Taumapcr. And what is the loan rate you are charging in 
New York State now ? 

Mr. Tooretn. The loan rate the production credit associations 
charge varies by associations. The most typical rate being charged 
throughout the country is 6 percent. I don’t know frankly whether 
there are any associations in New York State that are charging more 
that 6 percent at the present time or not. 

Senator Tatmapcr. The effect of that amendment then would be 
to make the State law the ceiling in the area where the loan was made. 
Is that the effect of it? 

Mr. Tooreit. No, it would not. It would simply clarify the inter- 
pretation that has been placed on this in the past; that the State law 
did not establish the ceiling so far as a loan made by a federally 
chartered association, the production credit association, is concerned. 

Senator TaLmaper. In other words, no State law would be plac- 
ing a maximum ceiling on your laws under PCA? 

Mr. Toore.n. That is correct, sir. 

Senator Tatmaper. And your interest rate would be determined by 
whatever or whoever set. the policy ? 

Mr. Toore.y. Well, the interest rate of a production credit asso- 
ciation is determined by the directors of that association with the con- 
currence of the Federal intermediate credit bank of that. district. The 
Federal intermediate credit bank isthe supervising agency. 

Senator TatmMaper. What is the minimum and the maximum in- 
terest rate the PCA is charging now ? 

Mr. Tooreit. The minimum rate— I believe there is one associa- 
tion today, a big, statewide association that is charging 5 percent. 
The maximum rate is 8 percent and there are, I believe, two associa- 
tions that are charging 8, and those are in the State of Texas. 

Senator Hotaanp. Charging:what? 

Mr. Tooret.t. Charging 8 percent. 

Senator Tatmaner. Charging 8 percent? 

Mr. Tooreii. Yes. 

Senator Tatmapcr. That is the maximum rate in the country ? 

Mr. Tooret.. Yes. 

Senator Tatmaper. Is that predicated on the general interest laws 
in Texas or the relative insecurity of the loan, or both ? 

Mr. Toorrt. Well, 1 would say if is not predicated upon any. jaws 
of the State of Texas as the legal limit there. is 10 percent. 

The reason the interest rate in those two associations is higher is 
because in the first place they have a relatively small volume in com- 
parison with some of the other associations and therefore, their op- 
erating costs are higher and must be added onto what they pay for 
their money at wholesale. 

Furthermore, the associations generally in that part of the country 
had considerable of a financial setback during the drought that lasted 
6 or 7 years in much of that country, and I would just. suspect that 
some of this higher interest rate is being charged in an effort to re- 
build their net worth. 

Senator Tatmance. These high interest rates that you are refer- 
re to of 8 percent, they are on short term production loans, aren’t 
they ? 





68 FARM CREDIT ADMINISTRATION 


Mr. Toorey. Yes, it is. 

Senator Tatmapcr. Governor, does Congress make any appropria- 
tions for the administrative expenses of the Farm Credit Administra- 
tion ¢ 

Mr. Toore.t. Senator Talmadge, on the record it does. The Farm 
Credit Administration which is a small, supervisory agency, goes 
before the Bureau of the Budget and gets approval for a proposed 
operating budgct and then we appear before the Appropriations Sub- 
committee of both House and Senate and have approval of the Con- 
gress for our administrative budget. But actually, that approval is 
simply an authorization to spend up to a certain amount. 

Senator Tatmapce. You don’t draw any money from the Treasury? 

Mr. Tooreti. We do not, because the funds for the Farm Credit 
Administration come from assessments against the district banks. 

Senator Tarmapcer. All the expenses are paid from the profit that 
the organization makes from its lending operations ? 

Mr. Tooreti. That is exactly correct. 

Senator Tatmapce. Is that the reason you are asking the Congress 
to pass S. 1513, the second bill? As I see it, the latter part of your bill 
related to the employees’ status. 

Mr. Tooreiti. Yes; that is exactly right. That part of it is known 
as the status clarification. 

Senator Tarmaper. I am not familiar with all of the benefits or lack 
of benefits that those employees might be waiving by this, but have the 
employees themselves had any voice in this legislation? Do they want 
all of thistransfer? They are going to lose many things that Congress 
in many years has held to be of great benefit to Government. employees. 

Mr. Tooret.. Well, Senator Talmadge, as to those who will be em- 
ployed after the effective date of this legislation, they will not have 
the privilege of some of these things. But anyone who is confronted 
with employment after the effective date will know the terms under 
which he is to be employed and he will not be giving anything up, 
because he did not have it. 

Senator Tatmapee. Yes, but some of them are giving up something 
now. Have those employees been consulted? Do they favor this leg- 
islation? Do they want to be removed, for instance, from the Federal 
Employees Compensation Act ? 

Mr. Tooreitz. The district. boards of directors have all approved 
this legislation and it is our understanding that they and the officers of 
the respective banks have discussed this with the employees. 

Senator Tatmaper. And they favor it? 

Mr. Tooreti. Yes, sir; because all of the district boards have unani- 
mously asked for this type of legislation. 

Senator Tatmapcr. Do you consider these employees to be Federal 
employees at the present time ¢ 

Mr. Toore... Senator Talmadge, they were interpreted as Federal 
employees for the purpose of coming under the civil service retire- 
ment program, beck in 1942. We hold that conditions as to district 
farm-credit banks have changed very materially since that time. At 
that time, the majority of the boards of directors of the district banks 
were appointees of a Federal officer. 

Senator Tarmaper. Were you operating at that time with Govern- 
ment funds? 
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Mr. Toorreti. There was more Government capital in the system 
than there is today, but the basic plan of the system was no different. 

Senator Taumapce. Are you paying back that Government capital 
into the Treasury now ? 

Mr. Tooretu. Yes; we are. 

Senator Tatmapee. How much Government capital do you have in 
the system at the present time ? 

Mr. Toorretn. The Federal land banks have none. They retired the 
last of the Government capital in 1947. 

The other banks of the system are systematically retiring the 
Government capital and I have here the amounts. The intermediate 
credit banks have just a little less than $80 million of Government 
capital, 

Sena Hotianp. And how much business did they do in the last 
fiscal year? 

Mr. Toorretn. They made loans and discounts, Senator Holland, 
totaling just approximately $3 billion. 

Senator Hotianp. And their total amount of Government capital 
is around $80 million ? 

Mr. Tooretu. Yes. 

Senator Hotianp. All right, proceed. 

Mr. Toorett. The production credit association which started out 
with $90 million of Government capital in 1934, paid that down to 
$1.75 million as of a year and a half ago. When disaster struck in the 
delta area, you remember a year ago last winter, we were petitioned 
to resubscribe to the capital of some of those associations and did 
resubscribe to the capital of several of them, but we built that up 
to $4 million. 

Senator Hotianp. I understood that most of the PCA’s are out of 
debt. That is what you are talking about. 

Mr. Toorett. Yes,I am. Of the 495 production credit associations, 
455 of them today are completely owned by their borrowers and of 
the 40 that do have some Government capital, the majority of them 
have a very small amount of Government capital. 

We think that their record of retirement of Government capital 
has been very good. That I mentioned before the Federal land banks 
retired the last of their Government capital in 1947. 

The national farm loan associations never did have Government 
capital and they are the owners of the land banks. The farmers, 
in turn, are the owners of the national farm loan associations. The 
banks for cooperatives had a maximum of $178.5 million of Govern- 
ment capital at the time the Farm Credit Act of 1955 was passed. 
That was paid down at that time to $150 million and since that time, 
the banks for cooperatives have paid it down to $134.8 million as of 
December 31, 1958. 

Senator Hotntanp. What was their volume of loans for the last 
fiscal year in their operation ? 

_ Mr. Tooretz. Senator Holland, my recollection is that they loaned 
Just a little more than $550 million in the past year. 

It adds up this way, in total: There was, as of December 31 last 
year, $218.7 million Government capital in the system; $287.5 mil- 
lion of farmer capital invested in it; a surplus of $486.7 million; re- 
= of $144.5 million, for a total net worth of the system of $1,137.4 
million. 
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Senator Tatmaper. The purpose of the bill, S. 1513, is to divest 
them from the status of Government employees at the present time? 

Mr. Tooreiy. That is true. 

Senator Tatmapce. And with that divesting of status, it would 
remove civil service laws of all kinds? 

Mr. Tooreti. Yes. As we understand it at the present time, Sen- 
ator, as of July 31, 1961, unless this legislation is passed, the district 
bank employees would come under competitive civil service and before 
the officers of the Federal Land Bank of Spokane, Wash., or of Colum- 
bia, S.C., or any of the other 10, could employ a file clerk or a vice 
president, it would be necessary for them to call the civil service reg- 
ister and to select from among those on that register. 

Senator Tautmapér. If they would have to be employed under civil 
service standards, why is it desirable to take the benefits of the Fed- 
eral employee relationship away from them, whatever they might be? 

Mr. Tooretn. Well, it is our belief, Senator, that it would not be 
possible to set up the civil service standards for people who are 
engaged in credit business that would enable maintaining as compe- 
tent and high type of group of credit people as is done at the present 
time with the exception that we have had for years, you see? 

We have had this exception in our district offices and they have not 
been required to go to the civil service register for their employees. 

Senator Tatmapcr. They don’t have to now? 

Mr. Tooreitn. Oh, no; they never have. 

Senator Tatmapcer. And under your bill, they would have to? 

Senator Hotianp. No. 

Mr. Tooretn. Under the bill, they never would have to. We have 
been told by the Civil Service Commission that farm credit cannot 
continue to be in this suspended position here with an excepted 
position. 

Senator Tatmapcr. In other words, what you have now is a hybrid 
employee. Under some phases, he is a Federal employee and under 
other phases he is not. 

Mr. Tooretn. That is right. 

Senator Tatmaper. Now you want to take that hybrid feature away 
and say clearly that he is not a-Federal employee ? 

Mr. Tooretn. That is right. 

Senator Tatmapcor. Rights, benefits, privileges, or obligations. Is 
my statement too strong now? 

Mr. Toorety. Well, that is just awfully close, Senator. The one 
main right, privilege, and benefit that would be continuing for those 
who are presently employed would be to remain under the Civil 
Service Retirement Act. 

Senator Taumaper. As I understand it all, new employees would 
not be under the civil service retirement. 

Mr. Toorety. They would not. 

Senator Tatmapce. Will it not be necessary for you to set up another 
retirement system and have a duplication when we already have a 
civil service retirement system ¢ 

Mr. Tooreii. That is a very logical question, Senator Talmadge, 
but in each of the farm credit districts there presently are one, and 
perhaps two, retirement systems for the association personnel. 

In some districts, both the national farm loan association and the 
production credit association personnel are under a common retire- 
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ment system. In others, there is a retirement system for each of those 
groups. The presumption is that 

Senator Taumapee. Plus the civil service retirement system ? 

Mr. Tooreti. The association employees are not eligible. 

Senator TatmMapce. They are not under it now ¢ 

Mr. Toorreitn. This has no effect upon the association employees. 
This is simply for some 1,600 employees of the 12 intermediate credit 
banks; the 12 land banks; the 13 banks for cooperatives. 

Senator Tatmaper. I thought you stated a moment ago that these 
employees are presently under the civil service retirement system. 

Mr. Tooreitn. The employees of these 37 district banks are, sir. 

Senator Taumaper. Oh, yes. 

Mr. Tooreni. But not the association employees. 

Senator TatmMapcr. You have two groups. Some are under, and 
some are not under ? 

Mr. Tooretn. That is right. 

Senator Tatmapcr. Would it also remove them from the Hatch 
Act? 

Tr. Tooreti. The effect of it as this legislation is drawn, and spe- 
cifically states, would be not to remove them from the effect of the 
Hatch Act, but simply to transfer the responsibility for enforcing 
compliance with the principles of the Hatch Act, from the Civil 
Service Commission to the Farm Credit Administration. This s spe- 
cifically says that it would-be our duty in the Farm Credit Adminis- 
tration to see that the employees of these distriet banks adhere to the 
principles of the Hatch Act through regulations which we would 
promulgate. 

Senator TatmapGer. Do you know how many corporations Congress 
has chartered which are not necessarily an agency of the Federal 
Government, or at least whose employees do not have Federal status? 
Are there any others? 

Mr. Tooretu. This would be true of the employees of the Federal 
Reserve banks. They do not have 

Senator Tatmapcer. None of them come under any provisions of 
the Federal employees acts? 

Mr. Toorety. I would like to, if I might, ask. our General Counsel, 
Mr. Bagwell, to elaborate on that. 


STATEMENT OF JOHN C. BAGWELL, GENERAL COUNSEL, FARM 
CREDIT ADMINISTRATION—Resumed 


Mr. Baewetu. Senator Talmadge, there are a number of instances 
in which employees of federally chartered corporations are not sub- 
ject to the various laws that relate to Federal employees. The na- 
tional banks are federally chartered but of course employees of those 
banks are considered to be private employees and not. Federal em- 
ployees. The employees of the Federal Reserve banks are in that 
same category, and even the Congress—— 

Senator TALMaper. What about the Reconstruction Finance C orpo- 
ration ? 

Mr. Baewet. That, of course, is out of the picture now. It has 
been liquidated. 

Senator Tatmaper. Are there any others presently in existence ? 
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Mr. Baeweut. The Tennessee Valley Authority has an eee 
of its employees from the civil service laws, and the Virgin Islands 
Corporation is also one where the employees are not under the civil 
service laws. There are a few instances in which the Congress has 
granted exemptions of this kind. 

Senator Tatmaper. Thank you. 

Senator Ho.ianp. Federal savings and loan organizations are in 
the same classification in this regard as national banks; are they not? 

Mr. Baewe wt. That is correct. 

Senator Taumaper. I have no further questions, Mr. Chairman. 

( Discussion off the record. ) 

Senator Hotitanp. We have a letter from Mr. Baker to the chair- 
man of the subcommittee relating to both the bills which we are 
hearing and supporting the enactment of both bills, and he asks that 
the letter be printed in these hearings. 

Likewise, he asks that there be included a letter to him from Mr. 
Marion E. Clawson, president of the Delaware County Farmers Union, 
who apparently had sates requested by Mr. Baker to furnish an opinion 


from that type of organization, also approving the enactment of the 
legislation. And also a letter to Mr. Baker from Farmers Union 
Grain Terminal Association which had also been requested for its 
opinion on the legislation. The chairman understands all three of 
these letters support the enactment of the legislation, and without 
objection they will be printed at this point in the record. 

(The letters referred to follow :) 


WASHINGTON, D.C., April 16, 1959. 
lon. SpEsSsSARD L. HOLLAND, 
Chairman, Agricultural Credit and Rural Electrification Subcommittee, 
Senate Office Building, Washington, D.C. 

Deak SENATOR HOLLAND: National Farmers Union supports enactment of H.R. 
5740 (S. 1512 and 1513). 

Mr. R. B. Tootell, Governor of the Farm Credit Administration, has appeared 
before your committee in behalf of this bill. Mr. Tootell has proven himself 
to be an able administrator of farm credit programs. We have confidence in 
the direction he is giving to the Farm Credit Administration and in general agree 
with the recommendations he had made to the committee. 

The changes which he proposed in the various programs of the Farm Credit 
Administration are the logical next steps to be made if the Farm Credit Adminis- 
tration is to become fully farmer owned and controlled. 

We regret the necessity of taking the ceiling off of interest rates. We are 
aware, however, that the hard money policy of the administration requires such 
action if funds are to be had through the sale of debentures for loanmaking 
purposes. Raising interest rates is not new in other lending agencies, even 
those operated by the Government. The administration has, as a matter of 
policy, sought increased interest rates. Between 1951 and 1958, for example, 
interest paid to creditors increased 73 percent while farmers’ total net income 
dropped 26 percent. 

Enclosed are copies of letters from Mr. J. W. Wells, Jr., executive assistant 
to the general manager of the Farmers Union Grain Terminal Association, of 
St. Paul, Minn., and Mr. Marion BE. Clawson, president of the Delaware County 
Farmers Union,’ Route 1, of Eaton, Ind., and also president of the Eastern 
Production Credit Association, 304 South Jefferson (Box 71), Hartford City, 
Ind., giving their views. 

Since these letters are pertinent to the hearings on H.R. 5740, I respectfully 
request that they appear in the record together with the transmittal letter. 

Sincerely, 
JOHN A. BAKER, 
Director, Division of Legislative Service, National Farmers Union. 
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EaTon, INp., April 6, 1959. 
Mr. JoHN A. BAKER, 
Director, Division of Legislative Services, 
Washington, D.C. 

DEAR JOHN: In regard to S. 1512 and H.R. 5740 and Leonard Pound’s letter, 
the bill does have some conflicts with Farmers Union program. The repeal of 
the interest rate limitation would imply preparation for higher interest rates 
to farmers and the merger of the associations by the Farm Credit Administra- 
tion could result in curtailment of service to farmers in some areas. These pro- 
visions of the bill do not seem to be consistent with Farmers Union program. 

The intent of the bill appears to be in the interest of economics. However, 
there is some question as to whether the changes are for the purpose of mini- 
mizing costs to the farmer or to enable them to survive higher rates of interest 
to the investors in Federal land bank bonds. 

Whatever objections there are to the bill is somewhat like the residents of the 
valley objecting to the flood after idly sitting by and watching the dam being 
dynamited. A few years ago Farm Bureau propagandized the American 
Bankers Association theory that farmers should be ashamed to keep the Gov- 
ernment involved in the farmers credit institutions. As a result of this Farm 
Bureau propaganda the PCA’s in many instances retired the Government capital 
and became farmer owned. The fact that farmers put their own capital in the 
PCA instead of Government capital was commendable, but at the same time and 
as a result of the propaganda there was a retreat on the part of the Government 
as to its rightful responsibility toward agriculture to assure it of sound credit 
at a reasonable cost. 

We therefore find ourselves now subject to the pleasure of those who by bonds 
and debentures at maximum yield possible, and unfortunately these people are 
mostly the same people who advocate the tight money and higher interest rate 
policies. Since the Federal land bank and production credit associations have 
become farmer owned and have experienced the retreat of responsibility on the 
part of the Government and are for all practical purposes when it comes to 
obtaining funds to loan, private lending institutions, it is without doubt neces- 
sary for us to play the game by the rules of those from whom we obtain our 
funds. 

The bill is about as good as can be expected until we can rejuvenate the idea 
that the Government does have the definite responsibility to assure agriculture 
adequate credit at reasonable costs. This responsibility was accepted by the 
Government back in the early thirties when private lending institutions failed 
agriculture. 

I would therefore suggest that every effort be made to emphasize the fact that 
the Government does have the rightful responsibility to assure agriculture ade- 
quate credit at reasonable cost. 

John, this is a hasty analysis as I have been running in circles since the con- 
vention. This is a busy time of year for me. Hope that this is somewhat help- 
ful to you. 

Sincerely yours, 
Marion A. CLAWSON, 
President, Delaware County Farmers Union. 


Mr. Jonn A. BAKER, 

Director, National Farmers Union Legislative Services, 
1404 New York Avenue NW., 

Washington 5, D.C. 


Deak JOHN: Thank you for your letter of March 27, 1959. 

The farm credit bill which you enclosed has two major functions. First, to 
decentralize the appraisals of the farms into the hands of the Federal land 
banks. There has been a continuing complaint concerning the appraisal system 
of the Federal land banks, which appraisals have been strictly supervised by the 
central office; the 12 land banks said appraisals did not reflect the true value of 
a farm based upon present day values of commodities produced on the farm. 
This has been a continuing gripe on the part of the president of the Federa! land 
banks and the associations of the secretaries of the national farm loan associa- 
tions in each of the 12 farm credit districts. The bill will place more authority 
in this regard in the hands of the Federal land banks. Personally I am not 
afraid of it because I have felt that the centralization of that authority in 
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Washington has tended to hold down appraisals below what should be termed 
“the true agricultural values.” 

The second objective is to bring certain employees of the Farm Credit Ad- 
ministration under the Social Security Act. There are some other changes but 
I think they are minor. 

Personaily I do not think that the National Farms Union should object to the 
passage of the bills. 

Yours faithfully, 
FARMERS UNION GRAIN TERMINAL ASSOCIATION, 


J. B. Weitss, JY., 
Faeccutive Assistant to General Manager. 

Senator TanmapcGe. Governor, there is only one thing about your 
testimony that seems a little incongruous. On the one hand you are 
trying to remove all Federal status and make it completely private. 
On the other hand, as I see it, you attempt to make the association's 
interest rate not subject to the regulations of the various States on 
the maximum rates, and I refer specifically to the State of New York. 

Why do you want to give it Federal status to override the State 
law on interest rates and remove it from Federal status on employees? 

Mr. 'Toorrn. Senator Talmadge, I find it very difficult to answer 
that one. Historically, as I understand it, our federally chartered 
corporations have been considered to be exempt from the interest rate 
limitations of the States, and as I understand it there is something in 
the production credit legislation which might tend to cast doubt on 
their continuing to have such exemption. 

It is my belief that was the reason for this, but again I would like 
to ask John Bagwell, our General Counsel, to comment on this point. 

Senator Taumapae. T will be happy to have him do so. 

Mr. Baawerxu. There are really two questions as I see it, Senator 
Talmadge. 

The Congress, of course, has the constitutional power to create these 
agencies, and it also has the power to say what interest rates they will 
charge, irrespective of what the States may say with respect to agen- 
cies that operate under State law. Whether it is desirable for the 
Congress to provide for an exemption from State usury laws is an- 
other question. 

In the National Banking Act, as you doubtless know, the Congress 
has provided that the national banks are subject to the laws of the 
States in the matter of interest to be charged borrowers. 

We have always understood that the Congress intended otherwise 
for the farm credit system, namely, that our banks and associations 
would not be so subject. We think the PCA’s are not now subject to 
such State laws, but it has been suggested to us that there needs to be 
some clarification. 

At the House hearing last week, we got into quite a discussion on 
that very point, and we told the House committee that we did not 
think it was urgent that this provision be in the bill. 

We stated we thought that is what the law means, but if the House 
committee for reasons of its own did not wish to appear to be setting 
aside State laws, as it was said we were asking them to do, why we 
thought it was all right for the committee to take this provision out, 
and they did just that when they reported the bill out last week. 

We don’t think it is too important. We believe that is what the law 
provides now, and if the Congress feels that further clarification in 
that respect is not necessary, why we certainly have no objection to 
leaving it out. 
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Senator Tatmapece. Thank you. 

Senator Hotianp. I would like to ask a question on that. It isa 
rather tender spot, for both the Senator from Georgia and the Senator 
from: Florida, but it seems to me there is a practical situation here 
which might justify it, and that is this: 

We are trying by this legislation to not only progress further in the 
giving of the ha undling of ‘the administration of these various unions 
to the farmers themselves, but we are also trying to make sure that 
they can effectively meet their problems. If we should approve the 
withdrawing of the limitations on the interest rates of the Federal 
land banks, it would not be with the hope that interest would go up, 
but with the desire to see them able to function in the carrying ‘out of 
their objectives. 

Now as I understand it, in the most tender place for interest rates 
to be high, which is the short-term loans of the production credit 
association, there seems to be at least in one case in one State an inter- 
est rate described as a limited maximum, which would be too low, if 
that law should be held to be applicable, to permit the production 
credit associations and the intermediate credit bank in that area to 
meet, the need of the farmers for that type of service, and if that be 
the case, we might have to struggle against our reluctance to see any- 
thing done that would tend to limit the effectiveness of the State law. 

Really the only reason you are asking for this is so that there can’t 
be any question of your ability to effec tively meet the problem of the 
growers in the field of production credit association loans, isn’t that 
right ¢ 

Mr. Toorei.. Yes, because production credit associations have in the 
past under certain conditions of high interest rates charged more than 
§ percent.as I understand it. 

Senator Hotianp. In one jurisdiction they are now charging up to 
§ percent, I think you said ? 

Mr. Toorett. Yes. Of course that is in a State which has a 10- 
percent legal limit. 

Senator Hottanp. Senator Talmadge? 

Senator Tatmaper. No further questions. 

Senator Honianp. It is a tender spot and I am glad Senator Tal- 
madge raised the question. 

Thank you, Governor Tootell. I notice there are two other wit- 
nesses here to testify. Mr. John J. Riggle, secretary of the National 
Council of Farmer Cooperatives and Mr. Hugh F. Hall, legislative 
assistant, American Farm Bureau Federation. You are both from 
right here in Washington. We will take them in that order. 


Mr. Riggle? 


STATEMENT OF JOHN J. RIGGLE, SECRETARY, NATIONAL COUNCIL 
OF FARMER COOPERATIVES 


Mr. Riceix. Mr. Chairman, I have no prepared statement. I just 
wanted to say that as far as—— 

Senator Hotianp. Please state your representation. 

Mr. Ricete. My name is John J. Riggle. I am secretary of the 
National Council of Farmer Cooperatives. 

Senator Hotitanp. How many cooperatives are included within 
your organization ? 
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Mr. Riccie. Our membership is based pretty much upon State 
and regional cooperative organizations. 

The number is 126, and they in turn represent approximately 5,000 
local cooperative associations. 

Senator Hoitianp. With approximate membership of how many 
farmers? 

Mr. Rieeix. As far as membership is concerned, the total member- 
ship runs better than 314 million. 

Senator Hotianp. All right, sir. 

Mr. Rigeie. But a good many farmers belong to more than one 
cooperative association. So the National Council represents approxi- 
mately 2.6 million farmers at the last calculation we made. 

Senator Hotianp. Proceed, sir. 

Mr. Rieete. I just want to state briefly that in accordance with 
the policy of the national council which favors the making of the 
financing operation and management of the banks of the farm credit 
system subject to the control of the farmers who are members, we 
are in favor of S. 1513 so that the employees would become in effect 
employees of private institutions. 

seantor Hoiianp. When the exceptions heretofore made by the 
Civil Service Commission run out in 1961, you don’t want any ques- 
tion about those employees becoming for all purposes subject to civil 
service choice and selection ? 

Mr. Ricere. No. We think that that is germane to this whole 
problem of private institutions versus a Federal institution, and to 
make them subject to Federal civil service just doesn’t go along with 
what we are trying to do at all. We think S. 1513 is one of the neces- 
sary steps to complete transfer of these organizations into the cate- 
gory of private institutions, to be completed, of course, when the 
Federal capital is retired. But in order to transfer the management 
and control we recommend enactment of S. 1513. 

As far as S. 1512 is concerned, we have no policy on the particular 
subjects treated therein. They are housekeeping management affairs. 
They are things that are close to the operators and the managers and 
have to do with their relationships with the borrowers and with the 
people they borrow from, and also have to do with their relationships 
with the competitors in the farm credit system. They are, however. 
germane to this ae of management by private operators, an 
to that extent we feel that if there are any restrictions here that need 
to be removed in order to assure that management has freedom to 
move in accordance with the best practices of management in this 
credit field, there should be no objection to the bill. 

Senator Hoizanp. In other words, you go along with the request 
of the Farm Credit Administration ? 

Mr. Ricetz. We have no objection to any of the provisions they 
have asked for. We think that there has been some questions rai 
in one or two instances which need further discussion and considera- 
tion. Perhaps as they have indicated themselves, it is not absolutely 
necessary, but we still feel they are in the field in which private man- 
agement should have to make the decision and they should not be 
restricted in the making of those decisions. 

So our position on S. 1512 is that we have no objection to this type 
of legislation. 
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Senator Hotitanp. You support S. 1513 and you have no objection 
to S. 1512? 

Mr. Ricetx. That is correct. 

Senator Hotianp. Senator Talmadge? 

Senator Tatmapcr. No questions. 

Senator Hottanp. Thank you, Mr. Riggle. 

Mr. Hugh F. Hall? 


STATEMENT OF HUGH F. HALL, LEGISLATIVE ASSISTANT, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Haty. Senator Holland, Senator Talmadge, my name is Hugh 
F. Hall, a legislative assistant in the American Farm Bureau 
Federation. 

We appreciate the opportunity to appear before this committee. 
We endorse the principles of S. 1512 to amend the Federal Farm 
Loan Act by transferring responsibility for making appraisals from 
the Farm Credit Administration to the Federal land banks, and S. 
1513, to clarify the status of the land banks, intermediate credit banks, 
and banks for cooperatives, and their officers and employees. 

To this general endorsement we make two exceptions. 

The first exception relates to section 104(e), that is the House bill, 
but section 4(e) of S. 1512, which would give the Farm Credit Ad- 
ministration the power to order “the merger or consolidation of two 
or more contiguous Federal land bank associations.” 

This authority seems to us to be contrary to the basic objectives of 
the Farm Credit Act of 1953 which we believe provides a sound 
framework of policy by encouraging decentralization of operational 
authority and the placing of more responsibility in the local associa- 
tions and the district bait 

Senator Hotnanp. You understand that that section has been asked 
to be deleted by the Farm Credit Administration itself, is that right? 

Mr. Haru. I do; yes, sir. We recommend that this section be 
deleted from the bill. 

The second exception relates to subsections 104(i) and (u) of the 
Senate bill, which authorizes the change in name from “national farm 
loan association” to “Federal land bank association” and the use of 
the term “manager” instead of “secretary-treasurer.” 

On this provision of the bill, the Farm Bureau will take no position. 

Senator Hotianp. Might I interject a question at this time to Mr. 
Bagwell. Assuming the passage of the bill in the form presented 
by these two subsections, 4(i) and 4(j), is that self-executing or does 
each association have to adopt amendments and the like before it 
becomes operative ? 

Mr. BaGwe.t. No, sir; that authority would extend to the Farm 
Credit Administration to compel them to merge. 

Senator Hotianp. No; this is not merging. 

Mr. Bagwety. I’m sorry. 

Mr. Hatx. Change the name. 

Senator Hotianp. This is changing the name. 

Mr. Baewetx. That is automatic. 

Senator Hotianp. Self-executing? 

Mr. Bacewett. Yes, sir. 
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Senator HoLLanp. It doesn’t require meetings ? 
Mr. Bagweu. No, sir. 
Senator HoLLanp. Notice and official organizational action—— 

Mr. Baewew. No, sir. 

Senator HoLianp (continuing). To become operative ? 

Mr. BaGweti. No, sir: not at all. 

Senator Hottanp. Thank you. 

Mr. Haut. The transfer of appraisers to the Federal land banks will 
further implement the policies of the Farm Credit Act of 1953 and 
subsequent enactments by placing additional operational responsibili- 
ties in the district banks a associations. We note that general super- 
visory responsibility still remains with the Farm Credit Adminis- 
tration, 

Senator Hottanp. You would wish that objective to be continued; 
wouldn’t you ¢ 

Mr. Hau. Yes. 

Senator Hotianp. The general supervision remains in the Farm 
Credit. Administration ¢ 

Mr. Haut. Yes. I might say in either the hearings here or on the 
House side this pomt was raised and we wanted to make it clear 
that this was our understanding too. 

The following provisions of S. 1512 are desirable to facilitate well- 
rounded credit services to agriculture: 

(1) Repeal of the statutory 5-percent interest rate limitation on 
Federal land bank bonds and the companion 6-percent interest rate 
limitation on loans. 

It is to be hoped, of course, that moneylending rates will be such 
as to preclude any difficulty in marketing Federal land bank bonds 
under 5 percent, but the banks should not be restricted from func- 
tioning in the event market rates require something higher than the 
statutory limitation. 

The 6-percent rate for interest on loans must also yield to the same 
situation in order to preserve the same percent operating margin: 

Senator HoLianp. tn other words you think that a 1 percent oper- 
ating margin is a sound basis for a prosperous and useful operation 
of the land bank system ? 

Mr, Hari. We certainly do, yes; it has fortunately developed that 
1 percent is fractionally a little more than maybe is needed. But this 
is the margin out of which we haye this $400-odd million of surplus 
which was reported earlier. 

(2) Repeal of the $200,000 maximum loan limit will enable. the 
banks to obtain a portion of the larger scale loans such as are required 
for conservation and timber farming. The advantage of larger loaris 
in a cooperative credit organization reflects lower net credit costs to 
all borrowers, and especially to the smaller ones. 

Senator Hottanp. Will you yield for another comment there ? 

I would like to ask the edk of the committee if the commercial 
banking and lending institutions have objected in any way or have 
we heard from any of them by way of objections to this feature or 
any other feature of the proposed legislation ? 

Mr. Mouser. I do not recall that we have heard from any com- 
mercial bank in regard to this legislation. 


Senator Hotzanp. Do you know of any objection, Mr. Hall, from 
the other lenders ? 
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Mr. Hau. No. 
Senator Hotianp. To this provision ? 

Mr. Hatt. I have heard of none, 

Senator Hotianp. Governor Tootell, have you heard of any objec- 
tion from the commercial lenders ? 

Mr. Toorett. No, we have not heard any objections, Senator Hol- 
land. 

Senator Hotianp. Thank you. 

Mr. Hatz. (3) The authority to make loans on an unamortized or 
partially amortized basis will make possible a greater degree of flex- 
ibility of credit terms now being required. This provision has merit 
for borrowers who can meet security requirements for this type of 
loan. 

Senator Hotianp. In other words, you mean that when the bor- 
rower has ample property—and let’s say he is producing a forest, and 
the trees growing there present ample credit backlog—you think that 
the method of retirement should lend itself to the known fact that the 
timber is not going to be harvested until after it has grown for sev- 
eral years? © 

Mr. Hatz. That’s right. 

Senator Hotianp. All right, sir. 

Mr. Hatx. And conversely where people have started in with a 
rather large mortgage and amortized it down for, say, 15 or 20 years 
and perhaps would hike to stabilize it from there on, all other things, 
all other credit relations being suitable to that, that might be a suit- 
able thing. It operates from both ends. 

Senator Hotzianp. All right. 

Mr. Hatz. (4) The provision for adding the purchase of capital 
stock to the present loan limit of 65 percent of normal value will have 
the effect of a loan of 68.25 percent of the value of the security offered, 
including the stock pledged. In view of the surpluses which have 
accumulated in the associations and the banks, this provision has 
merit. 

Senator Hotuanp. In other words, as I would understand that, 
though you have not said it, you would expect the rate of accumulation 
of surplus to go down slightly with that type of operation, wouldn’t 

ou ? 

: Mr. Hau. No, I wouldn’t see any reason for the rate of accumula- 
tion of surplus going down on account of this at all. 

Senator Hottanp. You cite the rapid rate of accumulation of sur- 
plus and the large amount of surplus as a fact which gives merit to 
the raising of the credit rate from 65 percent of the assessed value to 
68.25. 

Mr. Hatz. I don’t see that it affects surplus at all because surplus 
is a reflection of earnings, and there is indeed somewhat more earn- 
ings in the system with the 65 percent loan plus the stock than there 
was before. 

Senator Hotianp. You don’t think that that rate of accumulation 
would be reduced somewhat even though a small amount, by the raising 
of the credit standard to 68.25 ? 

Mr. Haut. I don’t see that it would. 
Senator Hotxanp. All right, sir. 
Mr. Hai. However, I would leave a more exact answer to those who 


work with the figures. 
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S. 1513, is in accord with the basic objectives of the Farm Credit 
Act of 1953 and will further accomplish the decentralization policy. 
It will enable the banks and associations to establish employment, 
retirement, and other personnel policies independent of the provisions 
of laws governing Federal employees. 

With the exception respecting mergers, we recommend these bills 
be approved. 

Senator Hotianp. We understand an approving letter is on the way 
from the Grange and if it is received and incorporated in the record 
that would mean that all three of the farm organizations have ap- 
proved it and that the American Council for Cooperatives, which is 
“pee on a little different basis, has also approved it. 

s there any showing of objections from agricultural organizations? 

Senator Talmadge, ie you know of any ? 

Senator Tatmapee. None. 

Senator Honxanp. I will hold the record open for the inclusion of 
any written statements from Senators or the Grange or other in- 
dividuals or groups that may wish to contribute anything in writing 
until Thursday, and unless there is a request for further hearings” 
now subject only to that condition the hearings will be closed. 

Thank you. 

(Whereupon, at 11:40 a.m. the hearing was adjourned.) 

(Letter filed for the record is as follows :) 


NATIONAL GRANGE, 
Washington, D.C., April 8, 1959. ~ 


Hon. SpPessarp L. HOLLAND, 
Chairman, Subcommittee on Agricultural Credit and Rural Electrification, 
Senate Committee on Agriculture and Forestry, 

Senate Office Building, Washington, D.C. 


Dear SENATOR HOLLAND: The National Grange executive committee in sess 

in Washington, D.C., on Wednesday passed unanimously a resolution direct 
this office to support, in principle, 8. 1512 and 8. 1518 which amends the Federal 
Farm Loan Act. & 
It is our hope that you and the committee will find it possible to ‘yf 
passage of this measure and that the Congress itself will approve it. £ 
Respectfully yours, % 
HERSCHEL D. Newsom, Master. — 
x 








